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FINAL MANAGEMENT REPORT TO THE ACCOUNTING OFFICER ON THE AUDIT OF THE 

BUSHBUCKRIDGE LOCAL MUNICIPALITY FOR THE YEAR ENDED 30 JUNE 2012 

INTRODUCTION 

1. Our responsibility is to express an opinion on the financial statements, to express a conclusion 
on the annual performance report in the management report and to report on material findings 
relating to compliance with specific requirements in key applicable laws and regulations as set 
out in the General Notice issued in terms of the PAA. Our engagement letter sets out our 
responsibilities and the responsibilities of the accounting officer in detail. 

2. This management report includes audit findings arising from the audit of the financial 
statements, reporting on predetermined objectives and compliance with laws and regulations 
for the year ended 30 June 2012 which were communicated to management and includes their 
response to these findings. The report also includes information on the internal control 
deficiencies that were identified as the root causes for the matters reported. Addressing these 
deficiencies will assist in ensuring an improvement in the audit outcomes. 

3. The management report consists of executive summary and detailed audit findings which are 
contained in annexures B, C and D. 


3 


00*f 


Management report of Bushbuckridge Local Municipality 


EXECUTIVE SUMMARY 


SECTION 1: Meetings with oversight bodies and those charged with governance 


4. During the audit cycle we met with key stakeholders to communicate matters relating to the 
audit outcomes of the Municipality and emerging risks. Insight was provided on the drivers of 
the controls that impact these audit outcomes to enable corrective action to be taken. 

5. Meetings were conducted as follows: 

• Executive authority - 08 November 2012 

• Accounting officer - 2 October 2012, 27 November 2012 

• Audit committee - 5 November 2012 

6. At these meetings commitments were made to address improvements in the internal control 
environment with the objective of achieving clean administration. The commitments given and 
the progress made on previous commitments are included under section 2, part E - Internal 
control. 
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SECTION 2: MATTERS RELATING TO THE AUDITOR’S REPORT 


PART A - MISSTATEMENTS IN THE FINANCIAL STATEMENTS 

7. Material misstatements in the financial statements were identified during the audit. These misstatements were not prevented or detected by the 

Bushbuckridge’s system of internal control. These material misstatements also constitute non-compliance with the Municipal Finance Management Act 
and DoRA. The misstatements not corrected form the basis for the disclaimed opinion on the financial statements. 


8. The misstatements not corrected form the basis of the disclaimer opinion on the financial statements. 


Material misstatements 

Impact 

Impact 

Financial statement 
item 

Finding 

(Include a brief description of misstatements as per 
findings and audit report. Include reasons for not 
correcting when applicable.) 

Occurred in prior 
year 

(“Yes/ “No”) 

R 

current year 

R 

prior year 

Material misstatements not corrected 






Property, Plant and 
Equipment 

Incomplete projects were transferred to infrastructure 

No 

R7,221,202 


Procurement 

Bids not evaluated by evaluation committee 

No 

R8,131,726 


Procurement 

Non-submission of declarations 

Yes 

R8,131,726 


Commitments 

Understatements of commitments at year end 

Yes 

R94,843,327 


Provisions 

No provisions were recognised in the annual financial 
statements 

No 



Accruals 

Invoices not included in the accruals list at year-end 

No 

R16,231,792 


Contingent Liabilities 

Contingent liabilities not disclosed in the financial 
statements 

No 

R40,359,232 


Employee Cost 

Non-submission of salary runs 

No 

R129,051,228 


Employee Cost 

Non-submission of information (bonuses paid) 

No 

R12,435,754 


Consumer debtors 

Provision for debt impairment incorrectly disclosed 

Yes 

R582,279,901 


Creditors 

Correction of prior period error without sufficient 
supporting documents 

No 

R13,949,941 


Property, Plant and 

Annual financial statement’s balances do not agree with 

Yes 


R658,486,686 


Equipment 

the general ledger 





Overall financial 
statements 

Comparative figures do not agree with prior year figures 

Yes 

R39,933,746 
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Unspent conditional 
grants 

Unspent conditional grants not cash backed 

Yes 

R261,219,538 


Infrastructure 

Infrastructure assets not unbundled 

No 

R336,742,969 


Property Plant and 
Equipment 

Residual values and useful lives not assessed 

No 

R826,319,698 


Infrastructure assets 

Allocation of completed projects to incorrect asset 
classes 

No 

R34,886,660 


Property, Plant and 
Equipment 

Additions not disclosed in the financial statements 

No 

R294,617,949 


Property, Plant and 
Equipment 

Unverified assets 

Yes 

R98,071,642 


Work in progress 

Financial statements balances do not agree with the trial 
balance 

Yes 

R437,702,656 


Property Plant and 
Equipment 

Accumulated depreciation far exceeds the cost of the 
asset 

No 

R224,564,268 


Property, Plant and 
Equipment 

Assets not considered for impairment at year end 

Yes 

Rl,339,604,150 


Property, Plant and 
Equipment 

Opening balance per financial statements do not agree 
to the asset register 

Yes 

R125,653,664 


Property, Plant and 
Equipment 

Fixed assets register does not agree with the financial 
statements 

Yes 

R207,700,853 


Grant expenditure 

Grant funding expenditure vouchers not submitted for 
audit purposes 

Yes 

R30,629,200 


Expenditure 

Non-submission of payment vouchers (Bush Water, 

July, Aug, Feb) and journals 

No 

R69, 025,608. 


Procurement 

Award made without specifications from bid specification 
committee 

Yes 

R78,348,947 


Procurement 

Awards made to non-compliant suppliers with CIDB 

Yes 

R14,117,055 


Trade Creditors 

Non-submission of creditor’s listing 

No 

R240,243,906 


Trade Creditors 

Overstatement of trade creditors 

Yes 

R18,952,676 


Retentions 

Non-submission of tender documents 

Yes 

R49,902,669 


Other creditors 

Payment vouchers not submitted for audit purposes 

Yes 

R95,325,663 


Retentions 

Amount disclosed in financial statements does not agree 
to trial balance 

Yes 

R10,033,868 


Trade creditors 

Supporting documents not submitted for audit purposes 

Yes 

R69,025,608 


Trade creditors 

Payment vouchers not submitted for audit purposes 

Yes 

R25,552,676 
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Debtors 

Debtor’s ledger unauditable due to lack of debtor unigue 
identifiers 

No 

R 582,279,901 


Revenue 

Non-submission of billing records (Property Rates) 

No 

R 252 815 619 


Expenditure 

Water purchases far exceed sales and the variance is 
not accounted for. 

No 

R77,980,395 


Revenue 

Income from agency fees support documents not 
submitted for audit purposes 

no 

R 9,887,740 


Irregular Expenditure 

DWAF grants spent against its purpose 

No 

R 22,744,345 


Revenue 

Revenue from property rates recognised in the ledger 
could not be traced to statements due to missing unigue 
identifying details 

No 

R 252,815, 619 


Revenue 

Completeness of property rates could not be audited 

No 

R252,815,619 


Revenue 

Service charges could not be audited 

No 

R 54,462,313 


VAT Receivable 

VAT receivable overstated 

No 

R 31,186,566 


VAT 

Supporting documents not available for audit purposes 

Yes 

R 63,318,484 


VAT 

VAT returns contain incorrect balances (output VAT) 

yes 

R5,606,538 


VAT 

VAT returns contain incorrect balances (input VAT) 

yes 

R48,514,617 


VAT 

VAT amount per ledger does not agree to financial 
statements 

yes 

R8,235,693 
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PART B - MATTERS TO BE BROUGHT TO THE ATTENTION OF THE USERS 
EMPHASIS OF MATTER PARAGRAPHS 

The following emphasis of matter paragraphs will be included in our auditor’s report to draw the 
users’ attention to matters presented or disclosed in the financial statements: 


ADDITIONAL MATTER PARAGRAPHS 

The following additional matter paragraphs will be included in our auditor’s report to draw the 
users’ attention to matters regarding the audit, the auditor’s responsibilities and the auditor’s report: 

Unaudited supplementary schedules 

9. The supplementary information set out on pages xx to xx does not form part of the financial 
statements and is presented as additional information. I have not audited this schedule and, 
accordingly, I do not express an opinion thereon 
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PART C - CONCLUSION ON THE ANNUAL PERFORMANCE REPORT 


Included below is our conclusion on the report on the annual performance report. All matters 
reported under the basis for conclusion and emphasis of matter will be included in the auditor’s 
report. 

REPORT ON PREDETERMINED OBJECTIVES 
Introduction 

10. 1 have audited the [name of annual performance report] of the [name of institution] for the year 
ended 30 June 2012 as set out on pages ... to ... 


The accounting officer responsibilities 

11. The accounting officer is responsible for the preparation and fair presentation of the annual 
performance report in accordance with the requirements of the applicable laws and regulations, 
relevant frameworks, circulars and guidance issued by the National Treasury regarding the 
planning, management, monitoring and reporting of performance against predetermined 
objectives, and for such internal control as management determines necessary to enable the 
preparation of annual performance report that is useful and reliable. 


The Auditor-General’s responsibilities 

12. As required by sections 4 and 20 of the Public Audit Act of South Africa, 2004 (Act No. 25 of 
2004) (PAA), read with General Notice 839 of 2011, issued in Government Gazette 34783 of 
28 November 2011, my responsibility is to prepare an audit conclusion on the of annual 
performance report. 

13. 1 conducted my audit in accordance with the International Standards on Assurance 
Engagements (ISAE) 3000: Assurance engagements other than audits or reviews of historical 
information. 

I will report on whether I have received all the information and explanations required to conduct 
the engagement, or if I became aware of additional information, the omission of which may 
result in the annual performance report being materially misstated or misleading. 

14. 1 provide limited assurance with respect to the usefulness of the information contained in the 
annual performance report. 

I further provide limited assurance with respect to the reliability of the following selected 
material development priorities, as set out in the annual performance report: 

• Roads and Bridges 

• Electrification of households 

• Water infrastrucure 

15. The criteria used as a basis for the audit conclusion are as follows: 

Usefulness of information: 

Presentation : Performance against predetermined objectives is reported using the relevant 
principles from the National Treasury guidelines. 

Consistency : Objectives, indicators and targets are consistent between planning and reporting 
documents as required by the National Treasury Regulations. 

Measurability : Indicators are well defined and verifiable, and targets are specific, measurable 
and time bound, as required by the National Treasury Framework for managing programme 
performance information. 
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Relevance : The indicators/measures relate logically and directly to an aspect of the institution's 
mandate and the realisation of strategic goals and objectives, as required by the National 
Treasury Framework for managing programme performance information. 

Reliability of information: 

Validity : Reported performance has occurred and relates to the institution. 

Accuracy : Amounts, numbers and other data relating to reported performance have been 
recorded and reported correctly. 

Completeness : All actual performance that should have been recorded has been included in 
the reported performance information. 

16. The audit involves performing procedures to obtain audit evidence about the usefulness of the 
annual performance report and reliability of the selected development priorities as set out in the 
annual performance report. The procedures selected depend on the auditor’s judgement, 
including our assessment of the risks of material misstatement of the annual performance 
report. Because of the test nature and other inherent limitations of an audit, together with the 
inherent limitations of internal control, there is an unavoidable risk that some, even material, 
misstatements may not be detected, even though the audit is properly planned and performed 
in accordance with the ISAE 3000. The procedures performed include the following: 

• Understanding and testing the internal policies, procedures and controls relating to the 
management of and reporting on performance information 

• Evaluating and testing processes, systems, controls and review of documentation in place 
at a detail level in the audited institution to support the generation, collation, aggregation, 
monitoring and reporting of the selected performance indicators and targets 

• Evaluating, testing and confirmation of the existence and consistency of planned and 
reported performance information as well as the presentation and disclosure thereof in 
accordance with applicable requirements and guidance 

• Conducting detailed audit testing and obtaining sufficient appropriate audit evidence to 
verify the validity, accuracy and completeness of reported indicators and targets. 

17. 1 believe that the evidence obtained from the work performed provides an appropriate basis for 
the limited assurance conclusions expressed below. 


Basis for disclaimed conclusions 
Usefulness of annual performance report 
Presentation 

18. Section 46 of the Municipal Systems Act requires the disclosure of measures taken to improve 
performance in the annual performance report where planned targets were not achieved. 
Adequate and reliable corroborating evidence could not be provided for 100%) measures taken 
to improve performance as disclosed in the annual performance report. The municipality’s 
records did not permit the application of alternative audit procedures. Consequently, I did not 
obtain sufficient appropriate audit evidence to satisfy myself as to the validity, accuracy and 
completeness of the measures taken to improve performance. 


Measurability 

19. The National Treasury Framework for managing programme performance information (FMPPI) 
requires that indicators should have clear unambiguous data definitions so that data is 
collected consistently and is easy to understand and use. A total of 100% of the indicators 
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relevant to water services, sanitation, energy, roads and bridges development priorities were 
not well defined in that clear, unambiguous data definitions were not available to allow for data 
to be collected consistently. This was due to the fact that management was aware of the 
requirements of the FMPPI but did not receive the necessary training to enable application of 
the principles 


20. The National Treasury Framework for managing programme performance information (FMPPI) 
requires that it must be possible to validate the processes and systems that produce the 
indicator. A total of 100% of the indicators relevant to water services, sanitation, energy, roads 
and bridges development priorities were not verifiable in that valid process and systems that 
produce the information on actual performance did not exist. Management does not clearly 
communicate the objectives, indicators and targets to all the relevant employees and obtaining 
feedback signifying that the communication has been effective, so that the relevant 
performance information is timorously collected and reported 


Reliability of information 
Validity 

1. The National T reasury Framework for managing programme performance information 
(FMPPI) requires that processes and systems which produce the indicator should be 
verifiable. I was unable to obtain all the information and explanations I considered necessary 
to satisfy myself as to the validity of the actual reported performance relevant to 95% of 
Roads and bridges. Electrification of households, and water infrastructure. This was due to 
limitations placed on the scope of my work due to the absence of information systems and the 
institution’s records not permitting the application of alternative audit procedures. 


Accuracy 

1. The National T reasury Framework for managing programme performance information 
(FMPPI) requires that the indicator be accurate enough for its intended use and respond to 
changes in the level of performance. I was unable to obtain all the information and 
explanations I considered necessary to satisfy myself as to the accuracy of the actual 
reported performance relevant to 95% of Roads and bridges. Electrification of households, 
and water infrastructure.. This was due to limitations placed on the scope of my work by the 
absence of information systems and the institution’s records not permitting the application of 
alternative audit procedures. 

Completeness 

2. I was unable to obtain sufficient, appropriate audit evidence to satisfy myself as to the validity, 
accuracy and completeness of the actual performance reported in the annual performance 
report. This was due to a lack of a document management system. 

Conclusions 

10. On the usefulness of the annual performance report on which I am required to express limited 
assurance. 
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Disclaimer conclusion 

Because of the significance of the matters described in the basis for disclaimer conclusion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for a conclusion. Accordingly, I do not express a conclusion on the usefulness of the 
annual performance report. 


11. On the reliability of the selected development priorities on which I am required to express 
limited assurance. 

Disclaimer conclusion 

Because of the significance of the matters described in the basis for disclaimer conclusion 
paragraphs, I have not been able to obtain sufficient appropriate audit evidence to provide a 
basis for a conclusion. Accordingly, I do not express a conclusion on the selected 
development prioritiesset out in the annual performance report. 


Additional matter 

I draw attention to the following matter below. These matters do not have an impact on the 
predetermined objectives audit findings reported above. 

Achievement of planned targets 

1. Of the total number of planned targets, only 9 were achieved during the year under review. 
This represents 25% of total planned targets that were not achieved during the year under 
review. 

This was mainly due to the fact that indicators and targets were not suitably developed during 
the strategic planning process 

Audit findings in auditor’s report 

1. All audit findings included under the “Basis for conclusions” and “Additional matter” sections 
of this report, will be reported in the auditor’s report. 
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PART D1 - FINDINGS ON COMPLIANCE WITH LAWS AND REGULATIONS 

Below are material findings of non-compliance with specific requirements in key applicable laws 
and regulations. 

Compliance with laws and regulations 

12. 1 performed procedures to obtain evidence that the entity has complied with applicable laws 
and regulations regarding financial matters, financial management and other related matters. 
My findings on material non-compliance with specific matters in key applicable laws and 
regulations as set out in the General Notice issued in terms of the PAA are as follows: 


Annual financial statements, performance report and annual report 

1. The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the MFMA. Some material misstatements 
of non-current assets, current assets, liabilities, revenue, expenditure and disclosure items 
identified by the auditors in the submitted financial statements were subsequently corrected 
and the supporting records provided, but the uncorrected material misstatements and 
supporting records that could not be provided resulted in the financial statements receiving a 
disclaimer of audit opinion. 

2. The annual performance report for the financial year under review was not prepared or 
included in the annual report, as required by section 46 of the MSA and section 121(3)(c) of 
the MFMA. 

3. The annual performance report for the year under review did not include the performance of 
the municipality and external service providers, a comparison of the performance with set 
targets, a comparison with the previous financial year as well as measures taken to improve 
performance, as required by section 46(l)(a), (b) and (c) of the MSA. 
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Asset and liability management 

4. The accounting officer did not take reasonable steps to ensure that the municipality had and 
maintained a management, accounting and information system to account for the assets of the 
municipality, as required by section 63(2)(a) of the MFMA. 

Conditional grants 

5. The allocation of conditional grants was utilised for purposes other than those stipulated in the 
respective schedules or gazetted in the DoRA framework, in contravention of the requirements 
of section 15(1) of DoRA. 

Expenditure management 

6. The municipality did not recover unauthorised and irregular expenditure from the liable person, 
as required by section 32(2) of the MFMA. 

7. The accounting officer did not take effective steps to prevent unauthorised and irregular 
expenditure, as required by section 62(l)(d) of the MFMA. 

8. Money owing by the municipality was not always paid within 30 days of receiving an invoice or 
statement, as required by section 65(2)(e) of the MFMA. 

9. Payments were made without the approval of the accounting officer or a properly authorised 
official, as required by section 11(1) of the MFMA. 

Budgets 

10. The municipality incurred expenditure in excess of the limits of the amounts provided for in the 
votes in the approved budget, in contravention of section 15 of the MFMA. 

Procurement and contract management 

11. Goods and services with a transaction value below R200 000 were procured without obtaining 
the required price quotations, as required by Supply Chain Management (SCM) Regulation 
17(a) and (c). 

12. Sufficient appropriate audit evidence could not be obtained that contracts and quotations had 
been awarded to only bidders who had submitted a declaration on whether they are employed 
by the state or connected to any person employed by the state, as required by SCM 
Regulation 13(c). 

13. Sufficient appropriate audit evidence could not be obtained that bid specifications for the 
procurement of goods and services through competitive bids had been drafted in an unbiased 
manner that allowed all potential suppliers to offer their goods or services, as required by SCM 
Regulation 27(2)(a). 

14. Sufficient appropriate audit evidence could not be obtained that invitations for competitive 
bidding had been advertised for the required minimum period, as required by SCM Regulation 
22(1) and (2). 
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15. Sufficient appropriate audit evidence could not be obtained that contracts and quotations had 
been awarded to bidders who had scored the highest points in the evaluation process, as 
required by section 2(l)(f) of the Preferential Procurement Policy Framework Act of South 
Africa, 2000 (Act No. 5 of 2000) (PPPFA). 

16. The preference point system was not applied in all procurement of goods and services above 
R30 000, as required by section 2(a) of the PPPFA and SCM Regulation 28(l)(a). 

17. Sufficient appropriate audit evidence could not be obtained that goods and services with a 
transaction value above R500 000 had been procured by means of inviting competitive bids 
and that the accounting officer had approved deviations only if it was impractical to invite 
competitive bids, as required by SCM Regulations 19(a) and 36(1). 

18. Bid specifications were not always drafted by bid specification committees composed of one or 
more officials of the municipality, as required by SCM Regulation 27(3). 

19. Sufficient appropriate audit evidence could not be obtained that all contracts and quotations 
had been awarded in accordance with the legislative requirements and a procurement process 
that is fair, equitable, transparent and competitive, as there was no bid specification committee 
or bid evaluation committee. 

Strategic planning and performance 

20. The municipality did not set measurable performance targets with regard to each development 
priority and objective. 

21. The municipality did not establish mechanisms to monitor and review its performance 
management system, as required by section 40 of the MSA. 

22. The municipality did not monitor performance with regard to each development priority and 
objective and against the key performance indicators and targets set. 

23. The municipality did not measure and review performance at least once per year with regard 
to each development priority and objective and against the key performance indicators and 
targets set. 

24. The municipality did not take steps to improve performance with regard to development 
priorities and objectives where performance targets were not met, as required by section 41 of 
the MSA. 

Revenue management 

25. The municipality did not have and maintain a management, accounting and information 
system to recognise revenue when it was earned and account for debtors and receipts of 
revenue. 

26. Sufficient appropriate audit evidence could not be obtained that revenue due to the 
municipality had been calculated on a monthly basis, as required by section 64(2)(b) of the 
MFMA. 
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27. Sufficient appropriate audit evidence could not be obtained that accounts for municipal tax and 
charges for municipal services had been prepared, as required by section 64(2)(c) of the 
MFMA. 

28. Sufficient audit evidence could not be obtained that interest had been charged on all accounts 
in arrears, as required by section 64(2)(g) of the MFMA. 

29. Sufficient audit evidence could not be obtained that revenue had been reconciled on a weekly 
basis, as required by section 64(2)(h) of the MFMA. 


• The financial statements submitted for auditing were not prepared in all material respects in 
accordance with the requirements of section 122 of the Municipal Finance Management 
Act. Material misstatements of non-current assets, current assets, liabilities, revenue, 
expenditure, disclosure items identified by the auditors in the submitted financial statements 
were subsequently corrected and the supporting records were provided subsequently, but 
the uncorrected material misstatements and supporting records that could not be provided 
resulted in the financial statements receiving a disclaimer audit opinion. 

• The annual performance report for the year under review does not include a comparison 
with the previous financial year / measures taken to improve performance, as required by 
section 46 (l)(a) / (b) / (c) of the Municipal Systems Act. 

• Section 125(2) (d) (i) of the MFMA requires the notes to the financial statements of a 
municipality to disclose any material losses that occurred during the financial year and 
whether these are recoverable. The municipality did not include in the financial statements 
a disclosure for material losses as required by the act. Material losses not disclosed are in 
respect of water losses incurred by the municipality. 

• Bid specifications for awarded bids were not available for audit purposes. The municipality 
could not provide sufficient appropriate audit evidence for awarded bids amounting to R78 
641 052. The municipality’s records did not permit the application of alternative procedures. 
Consequently, I could not verify whether the bits awarded were awarded after an adequate 
adjudication process was followed. 

• There was insufficient audit evidence support that bids valued at R8 131 726 were 
evaluated by the bid adjudication committee. For a similar amount of bids there 
declarations by the employees who are in the employ of the state and supplied goods to the 
municipality were not submitted for audit purposes. The municipality’s records did not 
permit the application of alternative procedures. Consequently, I could not verify whether 
the bits awarded were awarded after an adequate adjudication process was followed. 


Asset and liability management 

• An adequate management, accounting and information system which accounts for assets 
was not in place, as required by section 63(2) (a) of the Municipal Finance Management 
Act. 

• An effective system of internal control for assets including an asset register was not in 
place, as required by section 63(2) (c) of the Municipal Finance Management Act. 


Conditional grants 

• The allocation of conditional grants was utilised for purposes other than those stipulated in 
their respective schedules or gazetted in the DoRA framework, in contravention of the 
requirements of section 15(1) of DoRA. The unspent conditional grants not backed by cash 
amounted to R216 219 538 thus resulting in irregular expenditure. 
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Expenditure management 

• The municipality did not recover unauthorised and irregular expenditure from the liable 
person, as required by section 32(2) of the MFMA. 

• The accounting officer did not take reasonable steps to prevent unauthorised, irregular as 
well as fruitless and wasteful expenditure, as required by section 62(l)(d) of the MFMA. 

• Money owing by the municipality was not always paid within 30 days of receiving an invoice 
or statement, as required by section 65(2)(e) of the MFMA. 

Budgets 

• The municipality incurred expenditure in excess of the limits of the amounts provided for in 
the votes in the approved budget, in contravention of section 15 of the MFMA. 

Internal audit 

• The internal auditors of the municipality did not audit the performance measurements on a 
continuous basis and did not submit quarterly reports on their audits to the municipal 
manager and the performance audit committee, as required by Municipal Planning and 
Performance Management Regulation 14. 

Procurement and contract management 

• Sufficient appropriate audit evidence could not be obtained that all contracts and quotations 
were awarded in accordance with the legislative requirements and a procurement process 
which is fair, equitable, transparent and competitive, as because there were no bid 
specifications committee as well as bid evaluation committee. 

• Contracts and quotations were awarded to bidders who did not submit a declaration on 
whether they are employed by the state or connected to any person employed by the state, 
as required by SCM regulation 13(c). 

• Sufficient appropriate audit evidence could not be obtained that bid specifications were 
drafted by bid specification committees which were composed of one or more officials of 
the municipality as required by SCM regulation 27(3), this resulted R78 348 947 in Irregular 
expenditure. 

• Sufficient appropriate audit evidence could not be obtained that bids were evaluated by bid 
evaluation committees which were composed of officials from the departments requiring the 
goods or services and at least one SCM practitioner of the municipality as required by SCM 
regulation 28(2), these resulted R8 131 728 in Irregular expenditure. 

• Sufficient appropriate audit evidence that the providers were not in the service of the state, 
if the provider is not a natural person, whether any of the directors, managers, principal 
shareholders or stakeholder is in the service of the state, or has been in the service of the 
state in the previous twelve months; or whether a spouse, child or parent or of a director, 
manager, shareholder or stakeholder referred to in subparagraph (ii) is in the service of the 
state in the previous twelve months as required by SCM 13. 

• Service providers performing projects on behalf of the municipality were not always 
registered with the Construction Industry Development Board (CIDB), as required by 
section 22 of the CIDB Act and CIDB regulation, which resulted in non-compliant suppliers 
with awards amounting to R78 348 947 

Strategic planning and performance 


The municipality did not set measurable performance targets with regard to each 
development priority and objective 
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• The municipality did not monitor performance, with regard to each of those development 
priorities and objectives and against the key performance indicators and targets set. 

• The municipality did not measure and review performance at least once per year, with 
regard to each of those development priorities and objectives and against the key 
performance indicators and targets set. 

• The municipality take steps to improve performance with regard to those development 
priorities and objectives where performance targets are not met as required by section 41 
of the Municipal Systems Act. 

• The accounting officer of the municipality did not by 25 January assess the performance of 
the municipality during the first half of the financial year, taking into account the 
municipality’s service delivery performance during the first half of the financial year and the 
service delivery targets and performance indicators set in the service delivery and budget 
implementation plan as required by section 72(1) (a)(ii) of the MFMA . 


PART E - INTERNAL CONTROL 

IMPLEMENTATION OF THE DRIVERS OF INTERNAL CONTROL 

21. The implementation of effective internal control helps in the achievement of important 
objectives and sustained and improved performance. Objectives are derived from the 
regulatory environment and fall into the following categories: 

• Operations - Effectiveness and efficiency of operations including goals for operational and 
financial performance and safeguarding resources against loss (financial and performance 
management) 

• Reporting - Pertaining to the reliability of reporting including internal and external reporting 
of financial and non-financial information 

• Compliance - Pertaining to compliance with laws and regulations. 

22. Objectives are driven by the mandate and the mission and vision of the organisation. Setting 
objectives is a prerequisite to internal control and a key part of strategic planning. 

23. Internal control is a multi-dimensional iterative process of ongoing tasks and activities, affected 
by the people not just policies and systems, which provide assurance concerning the 
achievement of objectives. The fundamental principles contained in the drivers of internal 
control below must be present and operate together in order for the system of internal control 
to be effective. 

24. For purposes of focusing corrective action, the principles of the different components of internal 
control have been categorised under leadership, finance and performance management and 
governance. These are the drivers of internal control. 

25. The leadership of an organisation sets the tone from the top regarding the importance of 
internal controls and expected standards of conduct. This establishes the control environment 
which is the foundation for the other components of internal control and provides discipline, 
process and structure. In order to establish what control activities (e.g. policies and 
procedures) are required to ensure achievement of the control objectives a risk assessment 
should be conducted. The availability of accurate and complete information and the 
communication of information, another component of internal control, are required to carry out 
the day-to-day internal control activities. Thereafter there should be ongoing monitoring of 
activities (good governance) to ascertain whether all components of internal control are present 
and functioning. 
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26. When internal control is effective, management and those charged with governance have 
reasonable assurance that operations are managed effectively and efficiently, financial and 
non-financial reporting is reliable and laws and regulations are complied with. 

27. Below is our assessment of the implementation of the drivers of internal control based on 
significant deficiencies identified during our audit of the financial statements, the annual 
performance report and compliance with laws and regulations. Significant deficiencies occur 
when internal controls either do not exist or are not appropriately designed to address the risk 
or are not implemented and which either had or could cause the financial statements or the 
annual performance report to be materially misstated and material non-compliance with laws 
and regulations to occur. When the required preventative or detective controls are in place, it is 

assessed with a©, when progress on the implementation of such controls were made but 

improvement is still required, it is assessed with a©, while ® indicates that internal controls 
are not in place and intervention is required to design and implement appropriate controls. The 
movement in the status of the drivers from the previous year-end to the current year-end 
assessment is indicated, collectively for each of the three audit dimensions under the three 


fundamentals of internal control, with a IJ (improved), ©) (unchanged) or a © (regressed). 
The matters that gave rise to the below assessment will be included in the auditor’s report. 


^ The audit dimensions 
Fundamentais 

of internai controi - — — 

Financial 

Performance 

objectives 

Compliance with 
laws and 
regulations 

Leadership 

Movement from previous assessment 




• Provide effective leadership based on a culture 
of honesty, ethical business practices and good 
governance, protecting and enhancing the best 
interests of tbe entity 

• 

• 

• 

• Exercise oversight responsibility regarding 
financial and performance reporting and 
compliance and related internal controls 

• 

• 

• 

• Implement effective HR management to 
ensure that adequate and sufficiently skilled 
resources are in place and that performance is 
monitored 

© 

© 

© 

• Establish and communicate policies and 
procedures to enable and support 
understanding and execution of internal control 
objectives, processes and responsibilities 

© 

© 

© 

• Develop and monitor tbe implementation of 
action plans to address internal control 
deficiencies 

• 

• 

• 

• Establish an IT governance framework that 
supports and enables tbe business, delivers 
value and improves performance 

• 

• 

• 

Financial and performance management 

Movement from previous assessment 




• Implement proper record keeping in a timely 
manner to ensure that complete, relevant and 
accurate information is accessible and 

• 

• 

• 
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available to support financial and performance 
reporting 




• Implement controls over daily and monthly 
processing and reconciling of transactions 

• 

• 

• 

• Prepare regular, accurate and complete 
financial and performance reports that are 
supported and evidenced by reliable 

Information 

• 

• 

• 

• Review and monitor compliance with applicable 
laws and regulations 

• 

• 

• 

• Design and implement formal controls over IT 
systems to ensure the reliability of the systems 
and the availability, accuracy and protection of 
information 

• 

• 

• 

Governance 

Movement from previous assessment 




• Implement appropriate risk management 
activities to ensure that regular risk 
assessments, including consideration of IT 

• 

• 

• 

risks and fraud prevention, are conducted and 
that a risk strategy to address the risks is 
developed and monitored 




• Ensure that there is an adequately resourced 
and functioning internal audit unit that Identifies 
Internal control deficiencies and recommends 
corrective action effectively 

© 

© 

© 





• Ensure that the audit committee promotes 
accountability and service delivery through 
evaluating and monitoring responses to risks 
and providing oversight over the effectiveness 
of the internal control environment including 
financial and performance reporting and 
compliance with laws and regulations 

© 

© 

© 


LEADERSHIP 

Effective leadership 

28. Management established a formal code of conduct which addressed appropriate ethical and 
moral behaviour, but the code was not communicated to all staff 

29. Those charged with governance did not perform their oversight role by monitoring compliance 
with financial and performance reporting 

Oversight responsibility 

30. The effectiveness of the oversight structures is not clearly visible. Matters noted above 
concerning the financial statements and the annual report indicate that the oversight role is not 
achieving its intended effects. 

Human resource management 
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31. It has been noted that key positions have now been filled. However, there were still key vacant 
positions that were not filled at year end, e.g. Director LED, Manager Asset Management, 
Manager Expenditure and Payroll. 

Policies and procedures 

32. Document policies and procedures (relevant to both the financial and non-financial processes) 
are still being drafted and therefore not finalised yet. Lack of procedures/business process 
increases the risk of incorrect processing of transactions which results in material 
misstatements in the financial statements. 

Action plans to address internal control deficiencies 

33. The municipality could no demonstrate how they have attended to both internal and external 
audit findings. There was no evidence to indicate that management developed action plans to 
address both internal and external audit findings. 

IT governance framework 

34. There has been a regression on IT governance and System controls due to the introduction of 
the new system (Pastel system). The municipality did not implement and monitor user access, 
IT continuity, change control and security management controls. There was no disaster 
recovery plan. 


FINANCIAL AND PERFORMANCE MANAGEMENT 

Record management 

35. Even though some supporting documents were ultimately received for audit purposes for 
financial and performance information, these documents were not readily available when 
requested due to inadequate systems of record management. A material amount of supporting 
documents requested for audit purposes has not been submitted for audit purposes. This is 
limiting the scope of the audit on a number of items such as assets, debtors, revenue, 
expenditure, creditors and tender documents. 

Daily and monthly processing and reconciling of transactions 

36. The municipality’s reconciliation for revenue transactions did not contain evidence of review by 
a senior official. This compromises the control environment and reduces the possibility of 
identifying errors. There was also no evidence of monthly reconciliations between the asset 
register and the general ledger. This could be primary source of the variances between the 
asset register and the financial statements. 

Regular, accurate and complete financial and performance reports 

37. Financial statements submitted for audit contained numerous misstatements some which were 
corrected. This was mainly due to the new accounting system (Pastel system) that was 
implemented during the financial year as well as the incorrect application of the reporting 
framework. The general ledger could not be provided for audit purposes but rather detailed 
reports were provided. Some of the detailed reports could not be agreed to the financial 
statements and/or the trial balance. Furthermore for revenue, completeness and accuracy of 
property rates could not be verified. 

Compliance monitoring 

38. There poor compliance with the applicable laws and regulations particularly those relating to 
financial matters. Procurement of goods and services is not always performed in a manner 
that is in compliance with the applicable regulations. 

IT systems 
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39. There has been a regression on IT governance and System controls due to the introduction of 
the new system (Pastel system). The municipality did not implement and monitor user access, 
IT continuity, change control and security management controls. There was no disaster 
recovery plan. 


GOVERNANCE 

Risk management activities and risk strategy 

40. The effectiveness of the risk management activities is not visible. The internal control 
deficiencies that exist are an indication of an ongoing degeneration of an internal control 
environment and poses further risks for the municipality. 

Internal audit 

41. The internal audit exists and is adequately capacitated however the effectiveness of internal 
audit is negatively affected by management disregard of internal audit reports. Management 
does not have an action plan in place to develop, monitor and address activities to address 
matters raised by internal audit. 

Audit committee 

42. An audit committee exists and plays its oversight role however management does not take 
decisive action to address maters raised by the audit committee. This negatively affects the 
effectiveness of this committee. 


SUMMARY 

43. The matters above, as they relate to the basis for disclaimer of opinion, findings on the annual 
performance report and findings on compliance with laws and regulations, will be summarised 
in the auditor’s report as follows: 

Leadership 

13. Oversight responsibility was not exercised regarding financial and performance reporting and 
compliance and as well as related internal controls 

14. Effective human resource management was not implemented to ensure that adequate and 
sufficiently skilled resources were in place and that performance is monitored 

15. Policies and procedures that enable and support the understanding and execution of internal 
control objectives, processes and responsibilities were not established and communicated to 
everyone. 

16. The developed action plan to address external and internal audit findings was not adequate as 
recurring audit findings were identified. 


Financial and performance management 

17. Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

18. Management did not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial 
and performance reporting. 

19. Management did not implement controls over daily and monthly processing and reconciling of 
transactions 

20. Management did not review and monitor compliance with applicable laws and regulations 


Governance 
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Risk management activities and risk strategy 

21. Management did not ensure that there is an adequately resourced and functioning internal 
audit unit that identifies internal control deficiencies and recommends corrective action 
effectively 


SUMMARY 


No 

Commitment 

Made y 

Date 

Status 


Proper filling room has been secured outside 
the municipality , the mayor will deal with this 
specifically 

Executive 

mayors, 

accouinting 

officer 

June 2012 

In progress 


Prepare fincial statements in- house 

CFO 


Financial statements 
were prepared in-house 
and they were assisted 
by two consultants 







76. The matters above, as they relate to the basis for disclaimer of opinion, findings on the annual 


performance report and findings on compliance with laws and regulations, will be summarised 
in the auditor’s report as follows: 

Leadership 

Oversight responsibility was not adequately excercised by managements, sufficiently skilled 
personnel were not appointed and there was not action plan developed to address audit findings 
raised. 

Financial and performance management 

Management did not prepare propert financial and performance reports and record keeping to 
supporting such reports is inadequate. 


RT F - STATUS OF IMPLEMENTATION OF COMMITMENTS AND RECOMMENDATIONS 

Below is our assessment of the progress on commitments made by the accounting officer and 
audit committee to address audit outcomes in the prior and current years. 


44. [None of the audit recommendations accepted by management in the prior year were 
implemented or alternative actions were taken which resolved the prior year audit findings. 
[Insert number] recommendations are still in the process of being implemented and [Insert 
number] have not been addressed or very limited progress has been made. Detail on the 
status of these recommendations is provided in the summary of detailed findings in this report 
(section 8.) 


SECTION 3: SPECIFIC FOCUS AREAS 
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PART A - SIGNIFICANT FINDINGS FROM THE AUDIT OF PROCUREMENT AND CONTRACT 
MANAGEMENT 


The audit included an assessment of procurement processes, contract management and the related 
controls in place. To ensure a fair, equitable, transparent, competitive and cost-effective SCM 
system, the processes and controls need to comply with legislation and minimise the likelihood of 
fraud, corruption, favouritism as well as unfair and irregular practices. A summary of the findings 
from the audit are as follows: 


Irregular expenditure 

79. R5, 457,434 (5.1%) of irregular expenditure incurred in the current financial year was as a 
result of the contravention of SCM legislation. A further R264, 153,994 that was incurred in 
prior years was also identified. The root cause of the lack of effective prevention and detection 
are poor management monitoring controls and inadequate systems in place. 


Limitations on audit 

80. Sufficient appropriate audit evidence could not be provided t that 9 of selected quotations 
accepted (hereinafter referred to as “awards”) to the value of R585,218 were made in 
accordance with the requirements of the SCM legislation. No alternative audit procedures 
could be performed to obtain reasonable assurance that the expenditure incurred on these 
awards was not irregular. Restrictions were also placed on the auditors to assess specific 
matters, the detail of which is listed below. 

81. The reasons for the limitations experienced were poor document management. As a result of 
the limitations experienced, the findings reported in the rest of this section might not reflect the 
true extent of irregularities and SCM weaknesses. 


Awards to persons in the service of the state 

82. SCM Regulation 44 prohibits awards to persons or to entities owned or managed by them if 
they are in service of the auditee (i.e. employees and councillors) or if they are in service of any 
other state institution. The audit included the identification of such prohibited awards. Further 
testing was also performed to determine whether the legislated requirements with regard to 
declarations of interest were adhered to. 


83. The findings were as follows 


Finding 

Number 
and value 
of awards 
made 

Number of 
officials/ 
councillors 

Number 

of 

providers 

Further non-compliance or irregularities regarding the 
awards 

Provider did 
not submit 
declarations 
of interest 

Provider 
did not- 
declare 
interest 
(declaration 
submitted) 

Officials/ 
councillors 
did not 
declare 
interest 

Official/ 
councillor 
was involved 
of in the 
procurement 
of the award 

Awards to 
officials 
and/or 
councillors 
of the 

municipality 
/ municipal 
entity 

6 

(R280,004) 

6 

6 

6 

6 

6 

6 

Awards to 
officials of 
other state 

57 

(R2,982,71 

57 

57 

57 

57 
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Finding 

Number 
and value 
of awards 
made 

Number of 
officials/ 
councillors 

Number 

of 

providers 

Further non-compliance or irregularities regarding the 
awards 

Provider did 
not submit 
declarations 
of interest 

Provider 
did not- 
declare 
interest 
(declaration 
submitted) 

Officials/ 
councillors 
did not 
declare 
interest 

Official/ 
councillor 
was involved 
of in the 
procurement 
of the award 

institutions 

4) 







Awards to close family members of persons in the service of the state 

84. Awards to providers owned/ managed by persons that are close family members of persons in 
the service of the state, whether at themunicipality or any other state institution, are not 
prohibited. However such awards of more than R2 000 must be disclosed in the financial 
statements of the municipalityfor the sake of transparency and as required by SCM Regulation 
45. The audit included the identification of awards to close family members. Further testing was 
also performed to determine whether the financial statement disclosure was made and the 
legislated requirements with regards to declarations of interest were adhered to. 

85. The findings were as follows: 


1 provider in which close family members had an interest did not submit their declarations of 
interest. 

Procurement processes 

86. The following findings on procurement processes result from the testing of 55 contracts with a 
total value of R9, 609,009 and 76 of price quotations with a total value of R15,523,342. 


And 


Procurement process - Quotations 

1 awards to the total value of R197, 200 were procured without inviting at least three written price 
quotations from prospective suppliers and the deviation was not approved by a properly delegated 
officialAnd 

Procurement process - Competitive bidding 

13 deviations from competitive bidding to the total value of R4, 913,433 were approved on the 
basis of it being an emergency, even though immediate action was not necessary to avoid a 
dangerous and risky situation of misery and sufficient time was available to follow a bidding 
process and/or proper planning would have prevented such an emergency. 


Procurement process - Construction contracts 

• 15 construction contracts with the total value of R93,507,162were awarded to contractors 
who are not registered with the Construction Industry Development Board And 


Internal control deficiencies 

87. Procurement of goods and services was not always inline with the supply chain management 
regulations; furthermore record keeping is poor and should be improved. 
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PART B - FINANCIAL INIDiCATORS 

Management is responsible for the sound and sustainable management of the affairs of the 
Bushbuckridge Local Municipality and to implement an efficient, effective and transparent financial 
management system for this purpose, as regulated by the MFMA. 

Our audit included a high-level assessment of selected financial indicators as at year-end. The 
purpose of the assessment is to provide management with an overview of financial indicators to 
enable timely remedial action where financial health and service delivery may be at risk. The 
information should be used to complement rather than be a substitute for management’s own 
financial assessment. 

The entity’s financial indicators have been assessed according to the following areas and are set 
out in the table below: 

• budgets 

• expenditure management 

• conditional grants 

• revenue management 

• asset and liability management 

The analyses on which the information in the table is based are contained in annexure [X]. The 
table is followed by overall high-level comments on the risks posed by the assessment of the 
financial indicators. 


FINANCIAL INDICATORS AS AT 30 JUNE 2012 


(Limitation = unable to obtain sufficient appropriate information) 


BUDGETS 


.. .. Percentage over-spending of the final approved operating expenditure 
budget. 


Not over- 
spent 


% over- Limitatio 
spent n 


40 % 


1.2 Percentage under-spending of the final approved capital budget. 


Not under- 
spent 


% under- Limitatio 
spent n 
Not 
under 
spent 


2.1 Creditor-payment period. 


EXPENDITURE MANAGEMENT 


CONDITIONAL GRANTS 


Days 

544 


Limitatio 

n 


3.1 Percentage under-spending of conditional grants received. 


Not under- 
spent 


% under- Limitatio 
spent n 
32.6 


3.2 


Percentage by which unspent conditional grants received 
exceed cash available at year-end. 


Bank in 
overdraft 


Not 

exceede 

d 


REVENUE MANAGEMENT 


4.1 Debtor-collection period (before impairment). 


% 

exceede 

d 

4784 


Days 

889 


Limitatio 

n 


Limitatio 

n 


4.2 Debtor-collection period (after impairment). 


Days 

1637 


Limitatio 

n 


4.3 Percentage of debtors written-off. 


% debtors Limitatio 
impaired n 


84.2 
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FINANCIAL INDICATORS AS AT 30 JUNE 2012 

(Limitation = unable to obtain sufficient appropriate information) 

4.4 

Percentage of revenue not collected. (Bad debt written-off.) 

% revenue not 
collected 

Limitatio 

n 

0 


1 1 

4.5 

Percentage water losses incurred. 

% water 
losses 

Limitatio 

n 

Limitation 


1 1 

4.6 

Percentage electricity losses incurred. 

% electricity 
losses 

Limitatio 

n 

N/A 


1 1 

ASSET AND LIABILITY MANAGEMENT 

5.1 

A deficit for the year was realised (total expenditure exceeded total 
revenue). 

No 

Yes 

Limitatio 

n 

X 



1 1 

5.2 

A net current liability position was realised (total current liabilities exceeded 
total current assets). 

No 

Yes 

Limitatio 

n 


X 


1 1 

5.3 

A net liability position was realised (total liabilities exceeded total assets). 

No 

Yes 

Limitatio 

n 

X 



1 1 

5.4 

The year-end bank balance was in overdraft. 

No 

Yes 

Limitatio 

n 

X 



1 1 

5.5 

Percentage of PPE and / or intangible assets impaired. 

% PPE and intangible 
assets impaired 

Limitatio 

n 


X 

1 1 

5.6 

Percentage of loan receivables (loans awarded) and/or investments 
impaired. 

% loans and 
investments impaired 

Limitatio 

n 


X 

1 1 

5.7 

Long-term debt to operating cash flow ratio. 

Negative/no 
cash flows 

Long-term debt to 
cash flow ratio 

Limitatio 

n 

X 



1 1 

5.8 

Employee benefit obligations to operating cash flow ratio. 

Negative/no 
cash flows 

Employee benefit 
obligations to cash 
flow ratio 

Limitatio 

n 



X 

1 1 


88. A considerable amount of information could not be submitted by management for audit 

purposes. The financial indicators above indicate a poor financial possition of the municipality 
particularly the use of conditional grants for operational expenditure. A portion of the equitable 
share has been previously withheld due to the use of conditional grants for operating purposes 
Each year the amount of conditional grants used for operating expenditure increases. In time 
this could negatively affect the ability of the municipality to fullfill its mandate, service delivery/ 


27 



Management report of Bushbuckridge Local Municipality 


PART D - FRAUD 

The primary responsibility for the prevention and detection of fraud rests with management and 
those charged with governance. We are responsible for obtaining reasonable assurance that the 
financial statements are free from material misstatement, whether caused by fraud or error. Due to 
the inherent limitations of an audit there is a risk that some material misstatements including fraud 
may not be detected. Below is a summary of matters that indicate a risk of occurrence of fraud. 


89. The Bushbuckridge Local Municipality has not undertaken a risk assessment to assess any 
risks of fraud and has consequently not developed a fraud prevention plan, as required by 
the MFMA. The following investigations into potential fraudulent activities are currently in 
progress: 

• I.T personnel has been suspendend on suspected fraud over payment of salries. During 
the audit evidence came to our attention where the amount paid on salaries was in excess of 
the salaries included in the payroll. 


90. The following audit findings indicate that the deficiencies in the respective controls would not 
prevent or detect fraudulent activities: 

• An approved policy did not exist for the impairment of long-outstanding debtors. 

Management has not made adequate provision for impairment so as not to incur a net 
operating loss for the financial year. 
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SECTION 4: EMERGING RISKS 


Accounting and compliance matters 

91. The Accounting Standards Board (ASB) has issued the following additional Standards of 
GRAP, for which the Minister of 

Finance prescribed an effective date of 1 April 2012 in the Government Gazette. 

• GRAP 21 Impairment of non-cash-generating assets 

• GRAP 23 Revenue from non-exchange transactions (Taxes and transfers) 

• GRAP 24 Presentation of budget information in financial statements 

• GRAP 26 Impairment of cash-generating assets 

• GRAP 103 Heritage assets 

• GRAP 104 Financial instruments 


92. The ASB has issued the following additional Standard of GRAP, for which the Minister of 

Finance prescribed an effective date of 1 April 2013 in the Government Gazette. 

• GRAP 25 Employee benefits 

93. The ASB has issued the following additional Standards of GRAP, for which no effective date 

has been set. 

• GRAP 18 Segment reporting 

• GRAP 20 Related-party disclosures 

• GRAP 105 Transfers of functions between entities under common control 

• GRAP 106 Transfers of functions between entities not under common control 

• GRAP 107 Mergers 

94. Minimum competency regulations were issued on 15 June 2007. As per regulation 15 and 18, 
all municipalities must ensure that their staff comply with the competency requirements with 
effect from 1 January 2013. This means that the requirements are not yet applicable for the 
financial year 2011-12 (financial period ending 30 June 2012). However, municipalities will 
need to start aligning their recruitment policies to the regulations and put measures in place to 
ensure that they comply with the requirements by 1 January 2013 
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SECTION 5: ENTITIES CONTROLLED BY THE MUNICIPALITY 


95. The municipality has no entity over which it exercises control and oversight responsibilities. 
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SECTION 6: RATINGS OF DETAILED AUDIT FINDINGS 

96. For the purposes of this report, the detailed audit findings included in annexures A to C have 
been classified as follows: 

• Matters to be included in the auditor’s report - These matters should be addressed as a 
matter of urgency. 

• Other important matters - These matters should be addressed to prevent the likelihood 
that these matters may in future lead to material misstatements of the financial 
statements, material findings on predetermined objectives and compliance with laws and 
regulations. 

• Administrative matters - These matters are unlikely to result in material misstatements of 
the financial statements, material findings on predetermined objectives and compliance 
with laws and regulations. 
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SECTION 7: CONCLUSION 

97. The matters communicated throughout this report relate to the three fundamentals of internal 
control which should be addressed to achieve sustained clean administration. The AGSA staffs 
remains committed to assisting in the process of identifying and communicating good practices 
to improve governance and accountability, so as to build public confidence in government’s 
ability to account for public resources in a transparent manner. 


Yours sincerely 


Sibongile Lubambo 


[Date of signature] 


Enquiries: 

Teiephone; 

Fax: 

Emaii: 


Phetego Mokgope 
013 756 0800 
013 756 0879 
PhetegoM@agsa.co.za 


Distribution: 

MM 

CFO 

Audit committee 
Head of internal audit 
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SECTION 8: SUMMARY OF DETAILED AUDIT FINDINGS 

Page. no. 

Finding 

Classification 

Rating 

Number of 
times 
reported in 
previous 3 
years 

Status of implementation 
of previous year(s) 
recommendation 

Misstatements in 

financial 

statements 

Misstatements in 

annual 

performance report 

Non-compliance 

with laws & 

regulations 

Internal control 

deficiency 

Service delivery 

Matters affecting 

the auditor’s report 

Other important 

matters 

Administrative 

matters 




Trade Creditors Limitation of Scope 










[In progress/Not 
addressed] 


Fixed assets_ Incomplete projects were transferred 










[In progress/Not 
addressed] 


Other Creditors Limitation of scope 










[In progress/Not 
addressed] 


Procurement _ Bids not evaluated by the evaluating 
committee 










[In progress/Not 
addressed] 


Procurement _ Combating of abuse of supply chain 
management system 



V 







[In progress/Not 
addressed] 


Commitments_ Misstatements in the annual 
financial statements 










[In progress/Not 
addressed] 


Provision_ No provision for landfill site and 
environmental report was not compiled 










[In progress/Not 
addressed] 


Trade Creditors Understatement of Trade Creditors 










[In progress/Not 
addressed] 


Procurement Supply Chain Policy Deficiency 










[In progress/Not 
addressed] 


Expenditure: Limitation of scope 









1 

[In progress/Not 
addressed] 


Procurement Pre- conditions for consideration of Bid 
not adhered to 










[In progress/Not 
addressed] 
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Procurement_ Declaration by suppliers 










[In progress/Not 
addressed] 


Procurement_ Contract not monitor on a monthly 
basis 










[In progress/Not 
addressed] 


Other receivables from non-exchange transactions_ 
ledger account not submitted 










[In progress/Not 
addressed] 


Grants(MIG)_Misallocation of invoice number 










[In progress/Not 
addressed] 


AoPO_ Reported performance not complete 










[In progress/Not 
addressed] 


Trade Creditors Understatement 









1 

[In progress/Not 
addressed] 


Budget and SDBIP processes 










[In progress/Not 
addressed] 


Other Creditors Understatement of Other Creditors 









1 

[In progress/Not 
addressed] 


Maintaining a culture of honesty and ethical 
behaviour 










[In progress/Not 
addressed] 


Lack of experience on GRAP and related issues 










[In progress/Not 
addressed] 


Management comments_ Major variances on ratios 










[In progress/Not 
addressed] 


Ongoing monitoring _ financial and performance 
control activities 










[In progress/Not 
addressed] 

Cash and cash equivalents 


Cash and cash equivalents new bank account 
opened and Treasury not informed. 










[In progress/Not 
addressed] 


Cash and cash equivalents new bank account not 
disclosed in the Annual Financial statements. 










[In progress/Not 
addressed] 


Cash and Bank_ Cash book entries are not properly 
reviewed 










[In progress/Not 
addressed] 


Cash and bank_ variance in interest calculation 










[In progress/Not 
addressed] 













Commitments 


Commitments_ Limitation of scope 










[In progress/Not 
addressed] 




34 


Management report of Bushbuckridge Local Municipality 



Commitments_ Mid-year budget and performance 
assessment 










[In progress/Not 
addressed] 

Contingent liabilities 


Contingent Liability_ Misstatement in the annual 
financial statements 






•/ 




[In progress/Not 
addressed] 

Employee costs 


Employee costs limitation of scope 










[In progress/Not 
addressed] 


Employee Costs - non submission of salary runs 










[In progress/Not 
addressed] 


Employee costs limitation of scope(Benefits and 
allowances) 










[In progress/Not 
addressed] 


Employee costs reconciliation of salaries paid. 










[In progress/Not 
addressed] 


Employee costs limitation of scope(Terminated 
employees' files and supporting documents) 










[In progress/Not 
addressed] 


Employee costs limitation of scope(Leave) 










[In progress/Not 
addressed] 


Employee related costs internal control deficiencies 










[In progress/Not 
addressed] 


Employee related costs_ Alleged fraud and 
corruption 










[In progress/Not 
addressed] 


Employee costs employers contributions(Limitation 
of scope) 










[In progress/Not 
addressed] 


Employee cost Acting allowance incorrectly 
calculated 










[In progress/Not 
addressed] 


Employee costs Account reclassified without a 
proper disclosure 










[In progress/Not 
addressed] 


Employee cost Skills Development levy not 
disclosed in the General ledger 










[In progress/Not 
addressed] 


Employee cost Employees not verified 










[In progress/Not 
addressed] 


Employee cost Employees not verified 










[In progress/Not 
addressed] 


Employee cost Skills Development Levy 
inaccurately calculated 










[In progress/Not 
addressed] 

General IT controls 
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IT controls 










[In progress/Not 
addressed] 

Heading 1 


Consumer debtors provision for debt impairment 






•/ 




[In progress/Not 
addressed] 


Prior period errors has not been properly approved 










[In progress/Not 
addressed] 


GL not agreeing to AFS 










[In progress/Not 
addressed] 


Comparative figures do not agree with prior year 
audited AFS 










[In progress/Not 
addressed] 


Policies not approved 










[In progress/Not 
addressed] 


SCM deviations_ Incorrect disclosure of SCM 
deviations 










[In progress/Not 
addressed] 


Prior year external audit findings 










[In progress/Not 
addressed] 


Internal control deficiency 










[In progress/Not 
addressed] 


Financial and Performance Reporting 

Competencies 










[In progress/Not 
addressed] 


Consumer deposits control deficiencies 










[In progress/Not 
addressed] 

Unauthorised Expenditure 


Report for unauthorised, irregular and fruitless and 
waste expenditure was not submitted to AG 










[In progress/Not 
addressed] 


Unauthorised Expenditure_ Incorrect Disclosure 










[In progress/Not 
addressed] 


Unauthorised Expenditure Limitation of scope 










[In progress/Not 
addressed] 


Unauthorised Expenditure Limitation of scope 










[In progress/Not 
addressed] 

Irregular Expenditure 


Irregular expenditure_ Unspent conditional grant not 
backed by cash balance 










[In progress/Not 
addressed] 


Irregular Expenditure Limitation of scope 










[In progress/Not 
addressed] 
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Immovable assets 


Fixed assets _ Unbundling of infrastructure assets 










[In progress/Not 
addressed] 


Fixed assets_ Useful life and residual values were 
not assessed 










[In progress/Not 
addressed] 


Fixed assets:, transfers not appropriately disclosed 










[In progress/Not 
addressed] 


Infrastructure assets' useful life and residual value 
were not assessed 










[In progress/Not 
addressed] 


Additions are not disclosed on AFS 










[In progress/Not 
addressed] 


Fixed assets not verified 









1 

[In progress/Not 
addressed] 


Fixed assets limitation of scope 










[In progress/Not 
addressed] 


Limitation of scope: Certificate of completion 

V 









[In progress/Not 
addressed] 


Depreciation is not disclosed under PPE note 










[In progress/Not 
addressed] 


Projects could not be trace to assets register 










[In progress/Not 
addressed] 

Inventory 


lnventory_ Cashbook does not provide key fields 










[In progress/Not 
addressed] 


lnventories_ limitation of scope 










[In progress/Not 
addressed] 


lnventory_ delivery notes not signed to 
acknowledge that items were received in good order 










[In progress/Not 
addressed] 


Inventory not measured at lower of cost and net 
realisable value 










[In progress/Not 
addressed] 


lnventories_ internal control deficiency 









1 

[In progress/Not 
addressed] 


lnventories_ no periodic reconciliation of the stock 
records 










[In progress/Not 
addressed] 

Investment property 


Investment property: list of vacant land not 
submitted for audit 









1 

[In progress/Not 
addressed] 
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Movable assets 


Fixed assets_ AFS does not agree with trial balance 










[In progress/Not 
addressed] 


Accumulated depreciation exceed cost of assets 










[In progress/Not 
addressed] 


PPE_ Lack of evidence of impairment at year-end 










[In progress/Not 
addressed] 


Fixed Assets_ FAR opening balance does not agree 
with AFS opening balance 










[In progress/Not 
addressed] 


Fixed assets register does not agree with AFS 










[In progress/Not 
addressed] 


lnventory_ incomplete disclosure 










[In progress/Not 
addressed] 


Additions for other assets are not disclosed 

V 









[In progress/Not 
addressed] 


Disposals not disclosed on AFS 

V 









[In progress/Not 
addressed] 


Fixed assets: other assets not verified 









1 

[In progress/Not 
addressed] 


Fixed assets: Vehicles disclosed as part of other 
assets 










[In progress/Not 
addressed] 


Fixed assets_ disposal prior to the council approval 










[In progress/Not 
addressed] 


lnventory_ Uncorrected variances between stock 
count and stock records 










[In progress/Not 
addressed] 


Fixed assets: Assets could not be traced to asset 
register 










[In progress/Not 
addressed] 


Fixed assets: useful life reviewed but not 
implemented when compiling assets register 










[In progress/Not 
addressed] 


Fixed assets_ Internal control deficiencies 










[In progress/Not 
addressed] 


Fixed assets _ Lack of proper fixed assets register 
and general ledger reconciliation 










[In progress/Not 
addressed] 

Operating expenditure 


Procurement Control Deficiency 










[In progress/Not 
addressed] 


Grant(MIG)_ Limitation of scope 










[In progress/Not 
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addressed] 


Expenditure limitation of scope 






✓ 




[In progress/Not 
addressed] 


Expenditure_ Limitation of scope 










[In progress/Not 
addressed] 


Expenditure_ Limitation of scope 










[In progress/Not 
addressed] 


Procurement limitation of scope 










[In progress/Not 
addressed] 


Expenditure_ Payment not approved by the CFO as 
per sub-delegation 







✓ 


1 

[In progress/Not 
addressed] 


Procurement Deviation not approved by the 
designated official 










[In progress/Not 
addressed] 


Procurement no approval by appropriately 
delegated official 










[In progress/Not 
addressed] 


Expenditure_ Invoices not paid within 30 days 










[In progress/Not 
addressed] 


Procurement limitation of scope 










[In progress/Not 
addressed] 


Grant (MSIG)_Limitation of scope 










[In progress/Not 
addressed] 


Grant(FMG)_Limitation of scope 










[In progress/Not 
addressed] 


Expenditure payments not approved by the CFO as 
per sub-delegation 







V 



[In progress/Not 
addressed] 


MSIG grant was used to pay accommodation and 
tollgate fees for the consultants 










[In progress/Not 
addressed] 


Procurement Control Deficiency 










[In progress/Not 
addressed] 


Expenditure_ Limitation of scope 










[In progress/Not 
addressed] 


Expenditure_ Limitation of scope 










[In progress/Not 
addressed] 


Expenditure_ Limitation of scope 







✓ 



[In progress/Not 
addressed] 


Expenditure_ Control deficiency 










[In progress/Not 
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addressed] 


Expenciiture_ Limitation of scope 







✓ 



[In progress/Not 
addressed] 


Expenciiture_ Limitation of scope 










[In progress/Not 
addressed] 


Expencliture_ Invoices not attached to the payment 
voucher 










[In progress/Not 
addressed] 


Expenditure Amount as per invoice does not agree 
with the amount paid 

V 









[In progress/Not 
addressed] 


Procurement _ Abuse of supply chain management 
system deviations 










[In progress/Not 
addressed] 


Procurement _ Contracts and contract management 










[In progress/Not 
addressed] 

Payable 


Procurement no Bid Specification Committee 










[In progress/Not 
addressed] 


Procurement_ limitation of scope 










[In progress/Not 
addressed] 


Retention overstatement-Resolved 






✓ 




[In progress/Not 
addressed] 


Procurement contract not registered on the CIDB 
Website 



V 







[In progress/Not 
addressed] 


Unspent grants not backed up by cash reserve 










[In progress/Not 
addressed] 


Trade & Other Creditors_ Limitation of scope 

V 









[In progress/Not 
addressed] 


Trade Creditors limitation of Scope 






✓ 




[In progress/Not 
addressed] 


Trade Creditors overstatement of Trade Creditors 










[In progress/Not 
addressed] 


Limitation of Scope_ Retentions 










[In progress/Not 
addressed] 


Other Creditors_ Limitation of scope 










[In progress/Not 
addressed] 


Retention creditors incorrect disclosure of Retention 
in the APS 










[In progress/Not 
addressed] 


Other Creditors journals limitation of Scope 










[In progress/Not 
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addressed] 


Supporting documents for journals processed on 
trade creditors_ Limitation of Scope 






✓ 




[In progress/Not 
addressed] 


Payment Received in Advance Limitation of Scope 

V 









[In progress/Not 
addressed] 


Trade Creditors Limitation of Scope 










[In progress/Not 
addressed] 


Procurement Awards to persons in service of the 
state 



V 







[In progress/Not 
addressed] 


Procurement Staff Members Do not Declare 

Financial Interest 










[In progress/Not 
addressed] 


Procurement Abuse of Supply Chain Regulations 










[In progress/Not 
addressed] 


Procurement_ limitation of scope 










[In progress/Not 
addressed] 


Other Creditors Limitation of scope 

V 









[In progress/Not 
addressed] 


Retention_ Understatement 







✓ 



[In progress/Not 
addressed] 


Creditors_ Overpayment of Suppliers 

V 









[In progress/Not 
addressed] 


Procurement _ Bid Evaluation Committees 










[In progress/Not 
addressed] 


Retention Over/understated 

V 









[In progress/Not 
addressed] 


Procurement _ Overpayment of a supplier 










[In progress/Not 
addressed] 


Other Creditors Understated 

V 









[In progress/Not 
addressed] 


Other Creditors_ Limitation of Scope 










[In progress/Not 
addressed] 


Procurement _ limitation of scope 

V 









[In progress/Not 
addressed] 


Other Creditors Limitation of Scope 










[In progress/Not 
addressed] 


No control measures in place to check the accuracy 
billing by service providers. 










[In progress/Not 
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addressed] 


Incorrect disclosure of trade payable from exchange 
transaction 










[In progress/Not 
addressed] 

Predetermined objectives 


AoPO_ Core components of integrated 
development plan 










[In progress/Not 
addressed] 


AoPO_ Approval and submission of annual budget 


✓ 








[In progress/Not 
addressed] 


AoPO_ Performance Management Systems (PMS) 










[In progress/Not 
addressed] 


AoPO_ Nature of the PMS 


V 








[In progress/Not 
addressed] 


AoPO_ Monthly budget statements 










[In progress/Not 
addressed] 


AoPO_ Actual performance information not reported 


✓ 








[In progress/Not 
addressed] 


AoPO_ No detailed performance management 
processes 










[In progress/Not 
addressed] 


AoPO_ Monitoring, measurement and review of 
performance information 










[In progress/Not 
addressed] 


AoPO_ management risk assessment 










[In progress/Not 
addressed] 


AoPO_ Setting of performance targets 


✓ 







1 

[In progress/Not 
addressed] 


Non-submission of the developed IDP to the MEC of 
local government 



V 







[In progress/Not 
addressed] 


AoPO_ No corresponding budget allocation for 
development priority 










[In progress/Not 
addressed] 

Provisions 


Provision for leave: report for leave accrual was not 
provided for audit. 

✓ 









[In progress/Not 
addressed] 


13th cheque provisions 










[In progress/Not 
addressed] 

Receivables 


Consumer Debtors: Prior year provision with no 
current year write-off 










[In progress/Not 
addressed] 


Limitation of scope_ Debtor's ledger does not 






✓ 




[In progress/Not 
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provide the Key fields of consumers 










addressed] 


Presentation of financial statements 










[In progress/Not 
addressed] 


Other receivables from non-exchange transactions_ 
deposits incorrectly disclosed as current assets 

V 









[In progress/Not 
addressed] 


Consumer debtors_ debt impairment as per 
management calculation does not agree to financial 
statements 










[In progress/Not 
addressed] 


Consumer debtors_ the opening balance of the 
provision for impairment was re-stated 










[In progress/Not 
addressed] 


Inadequate mechanisms to identify risks to the 
municipality arising from external factors. 

V 









[In progress/Not 
addressed] 


Water debtors_ limitation of scope 










[In progress/Not 
addressed] 


Consumer Debtors_ the location provided by the 
client did not correlate with the name of the area 










[In progress/Not 
addressed] 


ether receivables from non exchange transactions 
Fines not accurately disclosed. 










[In progress/Not 
addressed] 


ether receivables from non-exchange transactions_ 
change in accounting policy not disclosed 

V 









[In progress/Not 
addressed] 


ether receivables from non-exchange transactions_ 
write offs not properly approved 










[In progress/Not 
addressed] 


ether receivables from non-exchange transactions_ 
ledger does not agree to financial statements 










[In progress/Not 
addressed] 













Revenue 


Scope limitation_ Revenue. 










[In progress/Not 
addressed] 


Huge variance on Sale of water compared to Bulk 
purchases of water 










[In progress/Not 
addressed] 


Scope Limitation_ Income from agency fees 

V 









[In progress/Not 
addressed] 


Irregular Expenditure on DWAF grant 










[In progress/Not 
addressed] 


Revenue_ Property Rates could not be traced to 
customer's statements 

V 









[In progress/Not 
addressed] 


Revenue(Property rates) _ Scope limitation 










[In progress/Not 
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addressed] 


Revenue_ Limitation of scope 










[In progress/Not 
addressed] 


Overstatement of Equitable Share 

V 









[In progress/Not 
addressed] 


Revenue: LG SETA not clearly disclosed on the 
financial statements 

Y 









[In progress/Not 
addressed] 


Scope Limitation_ LG SETA Grant 

V 









[In progress/Not 
addressed] 


Misstatement of Revenue 

V 









[In progress/Not 
addressed] 


Scope Limitation_ Revenue on MIG grant 

V 









[In progress/Not 
addressed] 


Overstatement of Revenue by VAT 

V' 









[In progress/Not 
addressed] 


Overstatement of Revenue recognised not net of 
VAT 

V 









[In progress/Not 
addressed] 


Revenue _ Control deficiency 








✓ 


[In progress/Not 
addressed] 


Manual reconciliation between the property rates as 
per valuation and the rates through the municipality 
system 

V 









[In progress/Not 
addressed] 

Taxes 


VAT Receivables_ general ledger balance does not 
agree to our recalculation 










[In progress/Not 
addressed] 


VAT receivables_ expenditure schedule not 
provided for calculation of input VAT 










[In progress/Not 
addressed] 


VAT receivables_ variance between VAT per 
returns and our VAT calculation 

V 









[In progress/Not 
addressed] 


VAT receivable_ general ledger balance does not 
agree to the financial statements 

V 









[In progress/Not 
addressed] 


VAT receivables _ limitation of scope 










[In progress/Not 
addressed] 
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DETAILED AUDIT FINDINGS 


ANNEXURE A: MATTERS AFFECTING THE AUDITOR’S REPORT 


1. EX.90 - Trade creditors: Understatement of trade creditors 


Audit finding 

In terms of Section 65, expenditure management. — (1) the accounting officer of a municipality is 
responsible for the management of the expenditure of the municipality. 

(2) The accounting officer must for the purpose of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains an effective system of expenditure control, 
Including procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information 
system which — 

(i) Recognizes expenditure when it is incurred 

(ii) Accounts for creditors of the municipality; and 
(lii) Accounts for payments made by the municipality; 


Nature 

An amount of R16 231 792.10 for Bushbuckridge Water Board for goods and services received 
prior to year end, was not included as accruals in the general ledger at year end 30 June 2012 


Payment 

date 

Supplier 

rotal amount 

Date of 

invoice 

Amount on bank statement 

2012/07/09 

Bushbuckridge water 
Doard 

10,200,000.00 

02/03/2012 

10,200,000.00 

2012/09/26 

Bushbuckridge water 
Doard 

6,031,792.10 

02/03/2012 

6,031,792.10 


16,231,792.10 16,231,792.10 


Cause 

Lack of review of Creditors listing by Management at year end 

Impact 

Trade Creditors may be understated in the financial statements. 

Internal control deficiency 

Prepare regular, accurate and complete financial and performance reports that are supported and 
evidenced by reliable information 

Recommendation 

We recommend that there must prepare accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. Over and above, the audit committee 
should ensure that they review annual financial statement before they are submitted for audit. 

Management response 
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No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Commitments 

2. EX.204 - Commitments Misstatements in the annual financial statements 


Audit finding 

GRAP 1, paragraph 120 and 121, Para 120: Notes shall be presented in a systematic manner. 
Each item on the face of the statement of financial position, statement of financial performance, 
statement of 

Changes in net assets and cash flow statement shall be cross-referenced to any related 
information in the notes. 

Para 121 Notes are normally presented in the following order, which assists users in understanding 
the financial statements and comparing them with financial statements of other entities: 

(a) A statement of compliance with Standards of GRAP (see paragraph .19); 

(b) A summary of significant accounting policies applied (see paragraph .124); 

(c) supporting information for items presented on the face of the statement of financial position, 
statement of financial performance, statement of changes in net assets or cash flow statement in 
the order in which each line item and each financial statement is presented and 

(d) Other disclosures, including: 

(i) Contingent liabilities (see the Standard of GRAP on Provisions, Contingent Liabilities and 
Contingent Assets) and unrecognised contractual commitments; 

Nature 

Contracts that existed at year-end have not been adequately disclosed in the schedule of 
commitments. Management have understated commitments as disclosed in note 25 of the annual 
financial statements by R94, 843,327 


Source of 
information 

Description 

Awarded to 

Start Date 

End Date 

Amount 
awarded as 
per contract 
register 

Amount 
awarded as 
per 

commitment 

schedule 

Commitment 

understated 

SLA 

System 

administration and 
maintenance 
support of pastel 
evolution 

Camelsa 
Consulting Group 
(PTY)Ltd 

Ol-May-12 

30-Apr-13 

1,620,000 

- 

1,620,000 

Contract 

Register 

PMU 

MANAGEMENT 

INHLAKANIPHO 

CONSULTANTS 

01-Feb-ll 

30-Jun-13 

8,421,544 

5,085,578 

3,335,965.24 

Contract 

Register 

Rehabilitation Of 
Road from Bridge 
way to Tintswalo 

Great Shift 
Consulting 
Engineers 

15-Jul-ll 

Not 

disclosed 

4,000,000 

674,825 

3,325,174.93 

Contract 

Register 

Tarring of 
Bafelshoek to 
Tsuvulani via 
Chochocho 

MMD Projects 

15-Jul-ll 

Not 

disclosed 

5,000,000 

614,035 

4,385,964.91 

Contract 

Register 

Upgrading of 
Xanthia Pump 
Station and Rising 
Main 

Tumber Fourie 

Consulting 

Engineers 

15-Jul-ll 

Not 

disclosed 

3,500,000 

- 

3,500,000 

Contract 

Register 

Extension of 
Sewerage 
Reticulation at 
Dwarsloop 

Monde Consulting 
Engineers 

10-Aug-ll 

Not 

disclosed 

2,000,000 

- 

2,000,000 

Contract 

Register 

Servicing of Site at 
Malubane (Water 
and Sanitation) 

MMD Projects 

10-Aug-ll 

Not 

disclosed 

15,000,000 

1,842,105 

13,157,894.74 
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Contract 

Register 

Water Reticulation 
and Yard Meter 
Connection at 
Mkhuhlu/Calcutta 
A,B&C 

Semono 

Consulting 

Engineers 

10-Aug-ll 

Not 

disclosed 

2,000,000 

245,614 

1,754,385.97 

Contract 

Register 

Construction of 
Bridge 

Thulamahashe to 
Khumani 

Jamela Consulting 
Engineers 

10-Aug-ll 

Not 

disclosed 

6,000,000 

- 

6,000,000 

Contract 

Register 

Upgrading of 
Dwarsloop WWTW 

Inhiakanipho 

Consulting 

10-Aug-ll 

Not 

disclosed 

6,000,000 

773,892 

5,226,107.90 

Contract 

Register 

Dark City Water 
Reticulation 

MMD Projects 

10-Aug-ll 

Not 

disclosed 

3,000,000 

- 

3,000,000 

Contract 

Register 

Fencing and 
Construction of 
DLTC in 

Acornhoek 

BKS Consulting 

10-Aug-ll 

Not 

disclosed 

4,000,000 

- 

4,000,000 

Contract 

Register 

Upgrading of 

Thulamahashe 

WWTW 

Inhiakanipho 

Consulting 

10-Aug-ll 

Not 

disclosed 

6,000,000 

773,892 

5,226,107.89 

Contract 

Register 

MP Stream Water 
Reticulation 

Isiphepho 

Consulting 

10-Aug-ll 

Not 

disclosed 

3,000,000 

- 

3,000,000 

Contract 

Register 

Upgrading of 
Mphenyatsatsi 
Rising Main and 
Booster Pump 
Station 

Vega Holdings 

10-Aug-ll 

Not 

disclosed 

4,700,000 

- 

4,700,000 

Contract 

Register 

Tarring of Road 
from Violet bank to 
MadjembenI via 
Thibadibayo 

VCL Consulting 

10-Aug-ll 

Not 

disclosed 

7,000,000 

- 

7,000,000 

Contract 

Register 

Zola Songeni 

Water Reticulation 

VCL Consulting 

10-Aug-ll 

Not 

disclosed 

6,000,000 

796,122 

5,203,877.89 

Contract 

Register 

Tarring of Road T- 
Junction to 
Mountainview 

G&C Consulting 
Engineers & 
Projects 

10-Aug-ll 

Not 

disclosed 

3,000,000 

- 

3,000,000 

Contract 

Register 

Water Reticulation 
at Marite (Calton) 

SMI Technical 
Consulting 

10-Aug-ll 

Not 

disclosed 

3,500,000 

429,824 

3,070,175.44 

Contract 

Register 

Water Reticulation 
at Somerset PHP 

Sky High JV 
Shumba 

10-Aug-ll 

Not 

disclosed 

2,000,000 

245,614 

1,754,385.96 

Contract 

Register 

Kumani Water 
Reticulation 

Sky High JV 
Shumba 

10-Aug-ll 

Not 

disclosed 

3,000,000 

368,421 

2,631,578.94 

Contract 

Register 

Tarring of Road 
Thusanang to 
Marongwane 

Phase 3 

Great Shift 
Consulting 
Engineers 

10-Aug-ll 

Not 

disclosed 

4,000,000 

1,946,707 

2,053,292.51 

Contract 

Register 

Paving of Internal 
Streets at Mkhuhiu 
Phase 3 

Lwazi Engineering 
16 

10-Aug-ll 

Not 

disclosed 

6,000,000 

851,560 

5,148,439.19 

Contract 

Register 

Electrification of 
150 Households at 
Oakley / Soweto: 
Mkhuhiu Region 

Siphiwe 
Engineering & 
Technologies 

26-Aug-ll 

Not 

disclosed 

1,395,000 

1,565,125 

(170,125) 

Contract 

Register 

Upgrading of 

Marite Regional 
Office: Palisade 
Fence, Paving and 
Guard Room 

Mukomati Trading 
Enterprise 

26-Aug-ll 

Not 

disclosed 

355,927 

- 

355,927 

Contract 

Register 

Completion of 
Mkhuhiu to 
Mashonamini 

Road Phase 2 

Dumezulu General 
Dealer 

26-Aug-ll 

Not 

disclosed 

6,673,374 

7,607,646 

(934,272.59) 
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Contract 

Register 

Electrification of 
238 Households at 
Ireagh/ Kamasuku 
(Khomanani) 

Siphiwe 
Engineering & 
Technologies 

26-Aug-ll 

Not 

disclosed 

2,213,400 

2,465,365 

(251,965) 

Contract 

Register 

Goromani Water 
Reticulation Phase 
1 

Vuyo Sindi Trading 

26-Aug-ll 

Not 

disclosed 

1,200,264 

1,384,474 

(184,210.57) 

Contract 

Register 

Protective 

Services for the 
Executive Mayor 

Mbovula Security 

07/05/2012 

07/05/2016 

1,934,622 

- 

1,934,622 




94,843,327.35 


Cause 

Poor management monitoring controls 

Impact 

Commitments at year end are understated. 


Internal control deficiency 

Management does not perform the necessary review functions. 


Recommendation 

We recommend that management at the end of each financial period, should determine 
commitments in respect of capital expenditure that has been approved and contracted for which 
should then be disclosed in a note to the financial statements. The commitments disclosed should 
be differentiated between community, infrastructure and other capital expenditure 
commitmentsL.S.PS 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided 


by management. 
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Contingent liabilities 


3. EX.53 - Contingent Liability_ Misstatement in the annual financial statements 


Audit finding 

In terms of GRAAP 1 Presentation of Financial Statement, An entity shall disclose in the notes 
information about the key assumptions concerning the future, and other key sources of estimation 
uncertainty at the reporting date, that have a significant risk of causing a material adjustment to the 
carrying amounts of assets and liabilities within the next financial year. In respect of those assets 
and liabilities, the notes shall include details of: 

(a) Their nature; and 

(b) Their carrying amount as at the reporting date. 


Nature 


Management did not disclose contingent liabilities valued at R40, 359,232 

Root cause 

Management did not conduct an assessment on the valuation of the disclosure items 
Impact on annual financial statement 
Annual financial statements have been misstated 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that management should at the end of each financial period, determine contingent 
liabilities in respect of litigations and claims against the municipality which should then be disclosed 
in a note to the financial statements. We also recommend that management should adjust the 
annual financial statements by disclosing the misstated contingent liability 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Employee costs 

4. EX.139 - Employee costs limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality to submit to the National Treasury, the provincial treasury, the 
department for local government in the province or the Auditor-General such information, returns, 
documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


Management could not draw financial records to support employee related cost, therefore we could 
not satisfy ourselves as to the validity, accuracy and completeness of the expenditure incurred due 
to lack of the following salary runs: 

1. Salary runs for June 2011 

2. Salary runs from July 2011 to January 2012 and July 2012 

3. A report for approved overtime worked from July 2011- January 2012 and July 2012. 

It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence 
without the salary runs and the report for overtime not received. 

Cause 

Management did not ensure that there is full and proper record keeping. 

Impact 

Employee related costs could not be tested for occurrence, validity, accuracy, classification, cut-off 
and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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5. EX.185 - Employee costs limitation of scope(Benefits and allowances) 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


Housing benefits and allowances could not be audited because management did not submit the 
following information requested, 

1. Car allowance list / report 

2. Standby and shift allowances - July 2011 to January 2012 and July 2012. 

3. Acting allowance list/report - July 2011 to January 2012 and July 2012. 

4. Housing benefits list/report 

It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence 
without the salary runs and the report for overtime not received. 

Therefore we couldn’t satisfy ourselves as to the occurrence, validity, accuracy, completeness and 
cut off of housing benefits and allowances. 

It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence 
without the salary runs and the report for overtime not received. 

Therefore we couldn’t satisfy ourselves as to the validity, accuracy, completeness and cut off of 
employee costs. 

Cause 

Management did not ensure that there is full and proper record keeping. 

Impact 

Employee related costs could not be tested for occurrence, validity, accuracy, classification, cut-off 
and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 
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Auditor’s conclusion 

No responses provided by management. 
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6. EX.51 - GL not agreeing to AFS 


Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 

Nature 

The General Ledger submitted for audit does not agree with the annual financial 
statements amounts 


Account name 

AFS 

TB 

Variance 

GL/ledger 

Variance 

Investment Properties (depreciation) 

8,511 

8,511 

- 

- 

8,511 

Property Plant Equipment (accumulated 
depreciation) 


- 

- 


- 

-Land 

- 

- 

- 

- 

- 

- Building 

22,109,334 

5,061,378 

17,047,956 

- 

22,109,334 

- Infrastructure 

213,068,649 

70,654,352.55 

142,414,296 

- 

213,068,649 

- Other property plant & equipment 

285,883,495 

6,267,059 

279,616,436 

- 

285,883,495 

- Assets under construction (transfers) 

34,886,660 

254,294,658 

(219,407,998) 

254,294,658 

(219,407,998.80) 

General Expense 






-Auditors remuneration 

2,222,170 

2,222,170 

- 

2,083,671 

138,498.67 

-Training 

4,104,321 

4,104,321 

- 

4,242,819 

138,498.67 








Root cause 


Management did not put sufficient processes and controls in place to ensure that the general 
ledger is the document to inform the trial balance 


Impact on annual financial statements 

Recorded transactions may not be accurate, valid and complete placing a significant risk on the 
items selected for testing 


Internal control deficiency 

Financial and performance management 
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Management did not ensure that documentation of transactions and other significant events is 
complete and accurate and facilitates tracing the transaction or event and related information from 
authorization and initiation, through its processing, to after it is completed. 

Recommendation 

Management should put sufficient processes and controls in place to ensure that the general 
ledger is the document to inform the trial balance, and that recorded transaction is accurate, valid 
and complete 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Heading 2 

7. EX.25 - Prior period errors has not been properly approved 
Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 

Nature 

Creditors were accrued exclusive of VAT in the prior year, the correction of the errors resulted in 
the following adjustments of statement of financial position as disclosed in note 26: 


Statement of financial Position 

2012 

2011 

VAT input provision 

13,949,941 

621,109 

Sundry Creditors 

-7,841,551 

29,923 

Opening accumulated surplus or deficit 

7,841,551 

- 

Sundry Creditors 

13,949,941 

-651,031 


However, correction of prior period errors were not properly approved as there are no documents 
supporting the correction 


Root cause 

Management did not approve the corrections made on prior year figures 

Impact on annual financial statements 

Inappropriate correction of errors may be approved and recorded inappropriately resulting in 
misappropriation of opening balances. 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that management should prepare a schedule of all prior periods error/(s) for 
approval by accounting officer before the changes are effected in the annual financial statements 


Management response 




No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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8. EX.9 - Comparative figures do not agree with prior year audited AFS 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

The following balances presented in the prior year’s audited financial statements do not agree with 
the comparative figure presented in the current year's financial statements. 


AFS line Item 

As per notes in 
the AFS 

Current year 
corresponding figure 
AFS 

Prior year 
audited AFS 

Variance 

rOTAL 

Provision for impairment 
of debtors 


372,016,083 

369,426,784 

2,589,299 


Other receivables from 
N.E.T 

Other receivables 

4,358,434 

1,756,630 

2,601,804 

2,589,300 

Deposits 

1,252,435 

1,252,435 

- 

Fines 

639,611 

639,611 

- 

Housing selling 
scheme loan 

- 

12,504 

-12,504 

Consumer debtors 

Rates 

27,536,218 

27,536,218 

- 

-2,589,300 

Water 

8,384,280 

8,384,280 

- 

Sewer 

1,075,954 

1,075,954 

- 

Refuse 

1,201,351 

1,201,351 

- 

Other 

-121,802 

2,467,498 

-2,589,300 

Payables from E.T 

trade payable 

208,401,920 

208,401,924 

-4 

-34,755,146 

Retentions 

- 

34,755,142 

-34,755,142 

Staff leave 
accruals 

12,708,698 

12,708,698 

- 

Surety 

607,191 

607,191 

- 

Other creditors 

136,799,907 

136,799,907 

- 


Root cause 


Lack of review by management before annual financial statement are submitted for audit 

Impact on annual financial statements 
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Inconsistencies of prior year closing balances might results in misstatements of current year 
opening balances 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should monitor and review municipality's internal controls over daily and monthly 
processing of transactions. Furthermore the financial statement should be adjusted to correct the 
identified the misstatements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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9. EX.209 - Report for unauthorised, irregular and fruitless and waste expenditure was not 
submitted to AG 


Audit finding 

In terms of section 32 (4), Unauthorised, irregular or fruitless and wasteful expenditure, the 
accounting officer must promptly inform the mayor, the MEC for local government in the province 
and the Auditor-General, in writing, of: 

(a) Any unauthorised, irregular or fruitless and wasteful expenditure incurred by the municipality: 

(b) Whether any person is responsible or under investigation for such unauthorised, irregular or 
fruitless and wasteful expenditure; and 

(c) The steps that have been taken — 

(i) To recover or rectify such expenditure; and 

(ii) To prevent a recurrence of such expenditure. 


Nature 


When reviewing annual financial statement submitted for audit, we noted that unauthorised 
expenditure amounting to R 449 889 625 and irregular expenditure amounting to R 269 611 428 
were disclosed under note 29 and 30, however the accounting officer of the municipality did not 
submit any report informing Auditor-General in this regard. 

Cause 

There is a lack of reviewing and monitoring of compliance with applicable laws and regulations 

Impact 

There is no compliance with applicable laws and regulations. 

Internal control deficiency 

Management did not review and monitor compliance with applicable laws and regulations 

Recommendation 

Management should review and monitor compliance with applicable laws and regulations 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Heading 6 

10. EX.47 - Irregular expenditure_ Unspent conditional grant not backed by cash balance 


Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

An amount of R 216,219,538 of unspent conditional grant was not backed by bank balance as at 
30 June 2012 


Grant name 

Opening 

Balance 

Receipts as 
per register 

Grant spent 

Unspent grant 

Bank Balance 

Irregular 

Expenditure 

MIG 

92,689,548 

235,834,000 

144,493,120 

184,030,427.11 


184,030,427.11 

FMG 


1,250,000 

1,244,104.86 

5,895.14 


5,895.14 

MSIG 


790,000 

790,000 

- 


- 

DPWRT 

1,989,723 



1,989,723 


1,989,723 

DWA 


27,787,000 

27,787,000 

- 


- 

EPWP 


2,600,000 

1,870,316.92 

729,683.08 


729,683.08 

INEP 


5,846,000 

1,672,305.36 

4,173,694.64 


4,173,694.64 

Municipal 

Disaster 

Fund 


22,095,069 


22,095,069 


22,095,069 

Rural 

household(A 

CIP) 


10,993,382 

7,798,335.02 

3,195,046.98 


3,195,046.98 

Total 




216,219,538.95 


216,219,538.95 


Root cause 

Management utilised the conditional grant funds for other purposes which is not allowed by laws 
and regulations 


Impact on annual financial statements 

Grants allocations not utilised for the right purposes might have a negative impact on service 
delivery 
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Internal control deficiency 

Financial and performance management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

We recommend that an amount of R216, 219,538 of unspent conditional grant that was not backed 
by cash balance should be disclosed in the financial statements as irregular expenditure 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Immovable assets 

11. EX.lOl - Fixed assets _ Unbundling of infrastructure assets 


Audit finding 

In terms of section 53 of GRAP 17, each part of an item of property, plant and equipment with a 
cost that is significant in relation to the total cost of the item shall be depreciated separately. 

Nature 

While reviewing fixed assets register, we noted that infrastructure assets amounting R 336 742 
969.78 appeared to be bundled at year end. This creates uncertainty over the appropriateness 
of infrastructure assets as they are disclosed and depreciated at global amount while they have 
different useful life. 


No 

Assets No 

Description j 

Region 

Amount 

1 

X5140 

Water Supply / Reticulation 

Ndonga 

10,476,432 

2 

X5135 

Water Supply / Reticulation 

Acornhoek Region 

13,222,448 

3 

X5229 

Sewers / Reticulation 

Bushbuckridge Region 

45,923,199 

4 

X5228 

Construction Of Sewerage Plant And Retie 

Bushbuckridge Region 

9,210,126 

5 

X2218 

Water Supply / Reticulation 

Inyaka 

15,200,000 

6 

X3106 

Water Supply / Reticulation 

Inyaka 

13,603,172 

7 

X3124 

Water Supply / Reticulation 

Inyaka 

27,132,228 

8 

X4030 

Water Supply / Reticulation 

Unknown 

16,269,232 

9 

BBR7A00 

Roads Gravel Surface 

Bushbuckridge Region 

31,633,706 

10 

X5250 

Water Supply / Reticulation 

Bushbuckridge Region 

9,962,777.20 

11 

X5253 

Water Supply / Reticulation 

Bushbuckridge Region 

12,165,985 

12 

X5252 

Construction Of Bulk Water Supply (B18) 

mkhuhiu 

12,931,462 

13 

X50880 

Upgrading Of Sewerage Treatment Works 

Maviljan 

10,707,703 

14 

X51040 

Mapulaneng Traffic Testing Station 

Mapulaneng 

11,643,222 

15 

X51450 

Bulk Water Line At Marite North East B6 

Marite Region 

13,085,744 

16 

X51090 

Extension Of Hoxani Water Treatment Works 

Hoxani 

13,655,768 

17 

X51360 

Inyaka Bulk Supply Transfer Pipeline To 

Shatale 

Inyaka 

35,614,552 

18 

TATINFR023 

Con Bulk Line Ludlow To HI 

Ludlow 

8,887,638.89 

19 

X5266 

Urp: (Street And Storm-Water Including R 

Bushbuckridge Region 

14,195,103.69 

20 

L0009 

Pavilion 

rhulamahashe-A 

11,222,471 


336,742,969.78 


Root cause 
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Management were not aware of the National Treasury requirements to have all the infrastructure 
assets unbundled or they were aware of the requirement but chose not to unbundle them 

Impact on annual financial statements 

Infrastructure assets might be depreciated at incorrect useful life 

Internal control deficiency 

Financial and Performance Management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should perform a detailed review of fixed assets register and unbundle all 
infrastructure assets that are recorded at global amount. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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12. EX.119 - Fixed assets Useful life and residual values were not assessed 


Audit finding 

In terms of GRAP 17 paragraph 61 The residual value and the useful life of an asset shall be 
reviewed at least at each reporting date and, if expectations differ from previous estimates, the 
Change shall be accounted for as a change in an accounting estimate in accordance with the 
Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 


Nature 


When reviewing the assets management report submitted for audit, we noted that the useful life 
and the residual values of buildings and infrastructure were not assessed at year end. The 
accuracy of the account balance for buildings amounting to R 112,996,474 and infrastructure 
assets amounting to R713 323 224 cannot be verified. 

Cause 

There is a lack of review of residual values and useful life of assets. 

Impact 

There is an overstatement of buildings and infrastructure assets. 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should review the residual value and the useful life of an all the asset of the 
municipality at least at the end of each reporting period. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


13. EX.123 - Fixed assets_ Incomplete projects were transferred 
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Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality; 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 

Nature 

Projects not completed valued at R7, 221,202 were transferred from work in progress to 
infrastructure assets additions. 


No 

Project ref No 

Amount 

1 

250/200/4727 

26,931.36 

2 

250/200/4744 

248,629.95 

3 

270/202/4799 

49,036.68 

4 

8100/8103/03/0304/ADDI/EQU/BLMR/R085 

2,284,022.95 

5 

8100/8103/11/1101/ADDI/EQU/BLMR/009 

1,082,773.06 

6 

8100/8103/11/1101/ADDI/EQU/BLMR/R002 

480,882.53 

7 

8100/8103/11/1101/ADDI/EQU/BLMR/R048 

746,836.09 

8 

8100/8104/03/0304/ADDI/EQU/BLMR/W176 

99,639.99 

9 

8100/8104/12/1201/ADDI/MIG/BLMW/B3 

1,126,734.48 

10 

8100/8222/05/0503/ADDI/EQU/BLMSP/P016 

778,240.87 

11 

8200/8222/05/0507/ADDI/EQU/BLMT/T001 

32,479.91 

12 

8100/8103/11/1101/ADDI/EQU/BLMR/R010 

264,994.18 

TOTAL 

7,221,202.05 


Cause 

There is a lack of review of annual financial statement before they are submitted for audit. 

Impact 

There is an overstatement of infrastructure assets. 
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Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should reclassify all projects that are transferred to infrastructure and disclose them 
as working in progress 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


14. EX.148 - Fixed assets:, transfers not appropriately disclosed 
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Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality; 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 

When auditing disclosure of property plant and equipment, we noted the amount of R34, 886,660 
relating to transfers from working in progress was not appropriately relocated to their relevant 
components of property plant and equipment. Instead the amount of R1 692 064 was relocated to 
other assets and the amount of R29 831 565 was relocated to infrastructures, this resulted in the 
balance of R3 363 031 not be allocated at all. 

Cause 

Lack of review of annual financial statement before they are submitted for audit 

Impact 

Transfers are misstatement 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. The balance of transfers amounting to 
R3 363 031 should be reallocated such that the balance remains at zero. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


15. EX.176 - Infrastructure assets' useful life and residual value were not assessed 



66 


Management report of Bushbuckridge Local Municipality 


Audit finding 

In terms of GRAP 17 paragraph 61 The residual value and the useful life of an asset shall be 
reviewed at least at each reporting date and, if expectations differ from previous estimates, the 
change shall be accounted for as a change in an accounting estimate in accordance with the 
Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 


Nature 


When reviewing the assets management report submitted for audit, we noted that the useful life 
and the residual values of infrastructure were not assessed at year end. The accuracy of the 
account balance for infrastructure assets amounting to R713 323 224 cannot be verified. 

Cause 

There is a lack of review of residual values and useful life of assets. 

Impact 

There is an overstatement of buildings and infrastructure assets. 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should review the residual value and the useful life of an all the asset of the 
municipality at least at the end of each reporting period. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


16. EX.189 - Projects could not be trace to assets register 
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Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of 
those assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information 
system that account for the assets and liabilities of the municipality; 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and 
liabilities, including an asset and liabilities register, as may be prescribed. 


Nature 

Infrastructure assets amounting to R 112 420 776 could not be traced to fixed asset register, refer 
to the table below for detail analysis. 


Project description 

project No 

Contract amount 

Construction of 4ML reservoir at shatale 

MIG/LP0112/05/08 

9,021,597 

Marite bulk main 

MIG/MP0687/W/07/11 

9,104,009 

Bulk water line at marite and 600kl reservoir at 

Alexandria 

MIG/MP0687/W/07/11 

3,995,170 

upgrading of water treatment work, modules 

W/M P/4145/07/09 

90,300,000 


112,420,776 


Cause 

There is a lack of proper safeguarding of assets and impairment test. 

Impact 

Understatement of infrastructure assets 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should ensure that municipal assets are properly safeguarded and for all assets that 
are not in good working condition, they should be tested for impairment. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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17. EX.30 - Fixed assets_ Additions are not disclosed on AFS 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

We inspected the annual financial statement submitted for audit and determined that there are 
no additions with regard to infrastructures, land and building. However when reviewing the fixed 
assets register, we noted the following additions that were procured during the year under review 
valued at R273, 080,583. 


Land 


No 

Assets No 

Description 

Purchased 

date 

Amount 





1 

X5263 

Formalization Of College View 

2012/06/30 

791,096.03 

2 

X50920 

Servicing Of Site At Maviljan Township 

2012/06/30 

49,362.85 

3 

LATIN FR006 

Urp: Formalization 

2012/06/30 

159,057.36 


999,516.24 


Building 


No 

Assets No 

Description 

Purchased date 

Amount 

1 

X5268 

Disabled Centre 

2012/06/30 

4,560,018.60 

2 

X50510 

Construction Of New Municipal Regional 
Offices In Maviljan And Hluvukani 

2012/06/30 

107,725.46 

3 

X50530 

Construction Of Pmu Offices In 
Bushbuckridge 

2012/06/30 

327,686 

4 

L00162 

Toilets 

2012/06/30 

428,400 

5 

X50410 

Extension Of BIm Office Complex 

2012/06/30 

876,441.36 

6 

X50830 

Marite Centre For Disabled 

2012/06/30 

3,326,543.10 

7 

X50520 

Mig Pmu Management 

2012/06/30 

3,422,879.90 

8 

X50770 

Dwarsloop Satellite Disaster Management 
Centre 

2012/06/30 

5,353,960.60 

9 

TATINFR003 

Disabled Centre Maviljan 

2012/06/30 

1,907,672.35 

10 

TATINFR004 

Disabled Center 

2012/06/30 

194,042.25 

11 

TATINFR021 

Construction Of Learners Class 

2012/06/30 

32,479.91 


20,537,849.53 


Infrastructure. 


No 

Assets No 

Description 

Purchased 

date 

Amount 

1 

X5195 

Construction Of Bridge From Acornhoek 

To Powerline 

2012/06/30 

2,024,550.96 

2 

X5197 

Tarring Of Internal Street To Dwarsloop 

2012/06/30 

96,187.59 

3 

X5198 

Construction Of Bridge From Share To 
Hluvukane 

2012/06/30 

3,139,615.79 

4 

X5199 

Tarring Of Road Ximhungwe To Lisbon 

2012/06/30 

3,262,649.43 

5 

X5200 

Construction Of Bridge - Sommerset To 
Lilldale 

2012/06/30 

2,338,559.30 
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6 

X5203 

Construction Of Bridge Sandford To 

Marite (Sandford B) 

2012/06/30 

1,744,382.30 

7 

X5206 

Reconstruction Of Mkhuhiu Main Road 

2012/06/30 

2,250,515.43 

8 

X5207 

Tarring Of Road From Hoxani To 

Goromani And Madras 

2012/06/30 

1,399,048.05 

9 

X5208 

Tarring Of Road From Mkhuhiu To 
Mashonameni Phase 3 

2012/06/30 

2,982,295.75 

10 

X5212 

Tarring Of Roads And Culvets From 
Shatale To Zone 1 

2012/06/30 

1,053,395.77 

11 

X5213 

Tarring Of Internal Streets Thulamahashe 

2012/06/30 

1,002,159 

12 

X5230 

Upgrading Of Sewerage Treatment Works 

2012/06/30 

6,587,100 

13 

X5231 

Refurbishment Of Sewerage System 

2012/06/30 

385,369.48 

14 

X5220 

Construction Of Sport Fields Phase 2 

2012/06/30 

936,555.77 

15 

X5222 

Fencing And Lightning Of Old Stadium 

2012/06/30 

1,481,892.50 

16 

X5240 

Acornhoek Bulk Main Craigburn/Rooibok 
(A6) 

2012/06/30 

3,216,414.50 

17 

X5242 

Water Reticulation : Motbidi/Relani 

2012/06/30 

922,722.01 

18 

X5243 

Construction Of Bulk Line From Ludlow 
Bulk To Hlabekisa (B9) 

2012/06/30 

799,001.10 

19 

X5244 

Construction Of Bulk Water Supply (B20) 

2012/06/30 

5,162,341.10 

20 

X5246 

Construction Of Bulk From Mariti To 
Alexandria (B5) 

2012/06/30 

4,689,500.10 

21 

X5248 

Construction Of Bulk Distribution Network 
Mariti Phase 2 (AlO) 

2012/06/30 

1,224,705.80 

22 

X5251 

Bulk Water Supply Mariti Phase 2 (B6) 

2012/06/30 

3,581,859.78 

23 

X5252 

Construction Of Bulk Water Supply (B18) 

2012/06/30 

12,931,462 

24 

X5192 

Mapulaneng Traffic Station Phase 2 

2012/06/30 

1,233,835.80 

25 

X5190 

Tsakane - Mandiyane Road 

2012/06/30 

664,609.02 

26 

X5232 

Phelandaba Water Reticulation 

2012/06/30 

5,436.28 

27 

X41450 

Water Supply / Reticulation 

2012/06/30 

488,579.11 

28 

BBR2X06 

Construction Of Bridge 

2012/06/30 

7,806.21 

29 

X51260 

Bulk Water Meter Supply In Casteel 

2012/06/30 

8,880 

30 

BBR3V14 

Roads Asphalt Surface 

2012/06/30 

9,292 

31 

X51280 

Inyaka Bulk Water Meters: Hluvukane 

2012/06/30 

12,384 

32 

BBR2X05 

Construction Of Bridge 

2012/06/30 

13,845.92 

33 

X51070 

Refurbishment Of Mathibela Sports Field 

2012/06/30 

18,398.08 

34 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

19,040 

35 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

21,420 

36 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

22,260 

37 

BBR3U02 

Roads Gravel Surface 

2012/06/30 

22,960 

38 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

23,240 

39 

X51110 

Inyaka Bulk Water Supplycasteel To 
Zoeknog A 

2012/06/30 

24,569.07 

40 

BBR2X05 

Construction Of Bridge 

2012/06/30 

25,584.94 

41 

X51240 

Provision Of Bulk Water Meters: 

Acornhoek Region 

2012/06/30 

26,403 

42 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

26,828.37 

43 

BBR3U02 

Roads Gravel Surface 

2012/06/30 

32,760 

44 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

33,740 

45 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

35,140 
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46 

BBR2X06 

Construction Of Bridge 

2012/06/30 

37,158.18 

47 

BBR2X06 

Construction Of Bridge 

2012/06/30 

37,158.18 

48 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

38,500 

49 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

40,460 

50 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

42,000 

51 

X51310 

Bulk Water Meter Supply In Shatale 

2012/06/30 

43,450 

52 

X51030 

Upgrading Of Thulamahashe Stadium 
Phase 4 

2012/06/30 

45,990.64 

53 

X50820 

Construction Of Mkhuhiu Makert Stalls 

2012/06/30 

49,122.81 

54 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

49,840 

55 

X51290 

Bulk Water Supply In Marite 

2012/06/30 

52,500 

56 

X51250 

Bulk Water Supply In Angincourt 

2012/06/30 

52,700 

57 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

55,300 

58 

X22230 

Waste Purification Works Structure 

2012/06/30 

57,832.24 

59 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

63,560 

60 

X51230 

Construction Of Brenda Water Reticulation 

2012/06/30 

64,590.18 

61 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

65,169.15 

62 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

66,567.56 

63 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

66,780 

64 

X50720 

Construction Of Screpeng Mandiyani 

Water Reticulation 

2012/06/30 

66,810.53 

65 

X51710 

Fence 

2012/06/30 

68,421.05 

66 

X50490 

Upgrading Of Mhala Testing Station 

2012/06/30 

79,671.38 

67 

BBR3V14 

Construction Of Bridge 

2012/06/30 

80,646.53 

68 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

82,823.05 

69 

BBR2X06 

Construction Of Bridge 

2012/06/30 

84,658.40 

70 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

85,680 

71 

BBR2X06 

Construction Of Bridge 

2012/06/30 

89,018.45 

72 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

92,540 

73 

BBR7B01 

Roads Gravel Surface 

2012/06/30 

92,710.78 

74 

X50760 

Construction Of Basket Ball, Boxing, 

Tennis Court & Swimming Pool 

2012/06/30 

98,245.61 

75 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

101,360 

76 

X50500 

DItc In Hluvukani, Shatale And Mkhuhiu 
Phase 1 

2012/06/30 

102,439.13 

77 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

103,180 

78 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

105,560 

79 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

106,540 

80 

BBR2X06 

Construction Of Bridge 

2012/06/30 

106,844.47 

81 

X51270 

Bulk Water Main Supply In Dwarsloop 

2012/06/30 

114,910 

82 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

116,060 

83 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

117,040 

84 

BBR5S07 

Construction Of Bridge 

2012/06/30 

117,220 

85 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

118,720 

86 

BBR5S07 

Construction Of Bridge 

2012/06/30 

120,239.11 

87 

X51320 

Inyaka Bulk Water Supply In 

Thulamahashe 

2012/06/30 

122,247.37 

88 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

123,340 
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89 

BBR7B01 

Roads Gravel Surface 

2012/06/30 

123,788.45 

90 

L00167 

Tennes Court 

2012/06/30 

125,000 

91 

L00168 

Netball Court 

2012/06/30 

125,000 

92 

L00169 

Basketball Court 

2012/06/30 

125,000 

93 

BBR4E04 

Construction Of Bridge 

2012/06/30 

125,250 

94 

X20430 

Waste Purification Works Structure 

2012/06/30 

134,637.50 

95 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

135,318.55 

96 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

135,428.29 

97 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

140,000 

98 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

140,000 

99 

BBR4E03 

Construction Of Bridge 

2012/06/30 

140,012.34 

10 

0 

BBR5H15 

Roads Gravel Surface 

2012/06/30 

142,456.14 

10 

X51100 

Inyaka Bulk 

2012/06/30 

143,288.85 

10 

2 

X51130 

Acornhoek Bulk Maincasteel To Wales 
Branch/Motlamogale 

2012/06/30 

152,563.77 

10 

3 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

154,000 

10 

4 

BBR2X06 

Storm Water Concrete 

2012/06/30 

155,647.38 

10 

5 

BBR2X06 

Construction Of Bridge 

2012/06/30 

156,967.71 

10 

6 

X51300 

Bulk Water Supply In Maviljan 

2012/06/30 

160,399.65 

10 

7 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

167,803.56 

10 

8 

X51560 

Phelandaba Water Reticulation 

2012/06/30 

169,439.01 

10 

9 

X51220 

Irearh Metsi Water Reticulation 

2012/06/30 

175,568.34 

11 

0 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

182,000 

11 

1 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

182,000 

11 

2 

BBR2X06 

Construction Of Bridge 

2012/06/30 

190,947.79 

11 

3 

BBR2X06 

Construction Of Bridge 

2012/06/30 

213,133.86 

11 

4 

BBR2X06 

Construction Of Bridge 

2012/06/30 

214,458.97 

11 

5 

BBR3V14 

Roads Gravel Surface 

2012/06/30 

220,344.64 

11 

6 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

222,126.78 

11 

X51620 

Hoxane To Goromane 

2012/06/30 

223,116.75 

11 

8 

X51720 

Soccer Field 

2012/06/30 

227,085.90 

11 

9 

X50860 

Construction Of Bridgetintswalo To Nurses 
Qu 

2012/06/30 

227,616.95 

12 

0 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

238,000 
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12 

1 

BBR2X06 

Construction Of Bridge 

2012/06/30 

271,954.92 

12 

2 

BBR2X06 

Construction Of Bridge 

2012/06/30 

274,864.08 

12 

3 

X22210 

Waste Purification Works Structure 

2012/06/30 

292,026.03 

12 

4 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

294,000 

12 

5 

BBR1F14 

Roads Gravel Surface 

2012/06/30 

304,783.04 

12 

6 

BBR5S07 

Construction Of Bridge 

2012/06/30 

325,080 

12 

7 

BBR5S07 

Construction Of Bridge 

2012/06/30 

339,472.18 

12 

8 

X50630 

Construction Of Marongwane To 
Thusanang Road 

2012/06/30 

350,870.30 

12 

9 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

354,693.97 

13 

0 

BBR5S07 

Construction Of Bridge 

2012/06/30 

364,556.61 

13 

1 

L00166 

Fence 

2012/06/30 

417,566.23 

13 

2 

BBR5S07 

Construction Of Bridge 

2012/06/30 

423,389.66 

13 

3 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

447,262.30 

13 

X50990 

Traffic Lights In BIm 

2012/06/30 

473,684.22 

13 

X51500 

Water Reticulation At Bodlabongolo 

2012/06/30 

478,309.61 

13 

6 

BBR4E03 

Construction Of Bridge 

2012/06/30 

493,644.66 

13 

7 

BBR5S07 

Construction Of Bridge 

2012/06/30 

508,728.67 

13 

8 

X51050 

Construction Of Mkhuhiu Market Stalls 

2012/06/30 

527,809.84 

13 

9 

X51730 

Soccer Field 

2012/06/30 

529,867.10 

14 

0 

X22410 

Waste Purification Works Structure 

2012/06/30 

558,663.24 

14 

1 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

574,662.66 

14 

2 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

586,692.31 

14 

3 

X20260 

Highmast Lights 

2012/06/30 

591,615.56 

14 

X50440 

Construction Of Bridge From Dumpries Ac 

2012/06/30 

607,721.55 

14 

X50650 

Refurbishment Of 

Sethlare,Rooiboklagte,Zoeknog And 
Shatale Water Treatment Plants. 

2012/06/30 

609,010.70 

14 

6 

X22220 

Waste Purification Works Structure 

2012/06/30 

623,245 

14 

X50640 

Upgrading Of Thulamahashe Internal 
Streets Phase 2 

2012/06/30 

668,163.35 

14 

X22200 

Waste Purification Works Structure 

2012/06/30 

687,719.30 
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14 

9 

X50690 

Construction Of Casteel Sports Complex 

2012/06/30 

692,432.59 

15 

0 

X51460 

Bulk Water Supply In Casteel And 

Maviljan Area 

2012/06/30 

770,501.68 

15 

1 

BBR4E04 

Construction Of Bridge 

2012/06/30 

832,171.35 

15 

2 

X50560 

Construction Of Lisbon To Ximungwe Tar 
Road 

2012/06/30 

939,138.08 

15 

3 

X50790 

Construction Of Street At Maviljan 
(Prev.Proj. Eq/Rb/307211 

2012/06/30 

995,537.41 

15 

4 

BBR4E03 

Construction Of Bridge 

2012/06/30 

1,128,475.20 

15 

X51170 

Acornhoek Bulk 
Maincragieburn/Rooiboklaagte 

2012/06/30 

1,153,290.30 

15 

6 

X50970 

Construction Of Bridge Technical 

Powerline 

2012/06/30 

1,160,080.70 

15 

7 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

1,171,081.20 

15 

8 

X51610 

Gamthakathi To Wales Road 

2012/06/30 

1,239,541.70 

15 

9 

X50540 

Tsakani/Mandiyani Road 

2012/06/30 

1,275,440.90 

16 

0 

X50580 

Hoxane To Goromane Road Phase 2 

2012/06/30 

1,286,947.20 

16 

1 

BBR7A02 

Roads Gravel Surface 

2012/06/30 

1,446,792.10 

16 

2 

X51150 

Inyaka/Thulamahashe /Ludlow 
MainZ/Kumana To Ludlow Branch 

2012/06/30 

1,474,957.90 

16 

3 

X51200 

Inyaka Bulk Water Supply: Shatale 
Reservior 

2012/06/30 

1,562,540.80 

16 

X51160 

Acornhoek Bulk Main :Acornhoekterminal 
Branch 

2012/06/30 

2,020,842.50 

16 

X51370 

Inyaka Bulk Water Supply At Casteel Area 
B15 

2012/06/30 

2,228,912.60 

16 

6 

X51330 

Isolation Bulk Water Meters 

2012/06/30 

2,229,939.30 

16 

X51750 

Roads Asphalt Surface 

2012/06/30 

3,152,905.20 

16 

8 

X20420 

Waste Purification Works Structure 

2012/06/30 

3,258,657.80 

16 

9 

X51740 

Boreholes Structure 

2012/06/30 

3,345,272.50 

17 

0 

X51590 

Construction Of Shatale Zone 1 To Main 
Road 

2012/06/30 

3,439,570.50 

17 

X22420 

Waste Purification Works Structure 

2012/06/30 

3,440,818.20 

17 

2 

X50750 

Waterval Water Reticulation And Supply 

2012/06/30 

3,762,050.40 

17 

3 

X50430 

Sigagula To Bridgeway Road 

2012/06/30 

3,799,730.30 

17 

X22190 

Waste Purification Works Structure 

2012/06/30 

5,425,983.90 

17 

X51180 

Craigieburn/ Rooiboklaagte Secondary 
Bulk Supply 

2012/06/30 

5,942,312.30 
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6 

X51480 

Hluvukani To Thulamahashe Bulk Water 
Supply 

2012/06/30 

6,942,373.80 

17 

X50880 

Upgrading Of Sewerage Treatment Works 

2012/06/30 

10,707,703 

17 

8 

X51040 

Mapulaneng Traffic Testing Station 

2012/06/30 

11,643,222 

17 

9 

X51450 

Bulk Water Line At Marite North East B6 

2012/06/30 

13,085,744 

18 

0 

X51090 

Extension Of Hoxani Water Treatment 
Works 

2012/06/30 

13,655,768 

18 

X51360 

Inyaka Bulk Supply Transfer Pipeline To 
Shatale 

2012/06/30 

35,614,552 

18 

2 

TATINFROO 

Access Bridge: Matlola 

2012/06/30 

2,284,022.95 

18 

3 

TATINFROO 

2 

Acornhoek Reserviors & Pipeline 

2012/06/30 

1,126,734.48 

18 

4 

TATINFROO 

5 

Renewal Programme Design R40 Ring 
Road 

2012/06/30 

4,311.89 

18 

5 

TATINFROO 

7 

Paving & Pala Fencing Marite 

2012/06/30 

323,300.99 

18 

6 

TATINFROO 

8 

Purchase Of Heavy Machinery 

2012/06/30 

2,931,112.07 

18 

7 

TATINFROO 

9 

Tarring Of Road 

2012/06/30 

31,938.51 

18 

8 

TATINFROl 

0 

Rehabi &Maint Road Bridge-Tint 

2012/06/30 

480,882.53 

18 

9 

TATINFROl 

Construction Of Violet Bank Rd Phase 2 

2012/06/30 

1,082,773.06 

19 

0 

TATINFROl 

Construction Of Bridge Ben Matl 

2012/06/30 

586,921.97 

19 

1 

TATINFROl 

Construction Bridge Share- Hlu 

2012/06/30 

1,508,808.06 

19 

2 

TATINFROl 

4 

Tarring Of Road Thusanang 

2012/06/30 

746,836.09 

19 

3 

TATINFROl 

5 

Tarring Of Road 

2012/06/30 

112,402.90 

19 

4 

TATINFROl 

Construction Of Bridge Sandford 

2012/06/30 

873,211.03 

19 

5 

TATINFROl 

Construction Of Bridges 

2012/06/30 

226,926.50 

19 

6 

TATINFROl 

8 

Tarring Of Maviljan Street Ph2 

2012/06/30 

190,710.53 

19 

7 

TATINFROl 

9 

Tarring Of Roads 

2012/06/30 

207,948.46 

19 

8 

TATINFR02 

0 

Fencing Lighting Of Thulam Sta 

2012/06/30 

778,240.87 

19 

9 

TATINFR02 

2 

Upgrade Of Vts Mhala DItc 

2012/06/30 

1,044,342.45 

20 

0 

TATINFR02 

3 

Con Bulk Line Ludlow To HI 

2012/06/30 

8,887,638.89 

20 

1 

TATINFR02 

Water Reticulation 1 

2012/06/30 

99,639.99 

20 

2 

TATINFR02 

5 

Bulk Water Line At Marite & 600Kh 

Resevo 

2012/06/30 

4,221,908.76 

20 

3 

TATINFR02 

Water Reticulatation In Screpen 

2012/06/30 

1,678,497.29 


.'>■ 
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20 

4 

TATINFR02 

Water Reticulat 

2012/06/30 

1,143,113.63 

20 

5 

TATINFR02 

8 

Hoxani Treatmen 

2012/06/30 

3,045,260.85 

20 

6 

TATINFR02 

9 

Thabagolo Shatale Water Reticula 

2012/06/30 

874,452.74 


273,080,583.28 


Root cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact on annual financial statements 

Property plant and equipment may be misstated as disclosed in the annual financial statements 

Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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18. EX.97 - Fixed assets not verified 

Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality; 

(b) that the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) that the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 

Nature 

Fixed assets register does not include unique identifications for infrastructure assets, land and 
buildings and investment property owned by municipality, consequently we were unable to verify: 

1. The existence of infrastructure, land and building and 

2. Determine if properties owned by customers (Per valuation roll) are not recorded as owned 
by the municipality. 

3. Completeness of land and building and investment property. 

Refer to the table below for details of assets that we could not verify. 


Land 


No 

Ref 1 

Number 

iChain 

Barcode 

lub 

Full Description I 

Cost 

Region 

1 





1 

20117 

X5263 

0 

Formalization Of College View 

791,096.03 

College View 

2 

20195 

X50920 

0 

Servicing Of Site At Maviljan 
Township 

49,362.85 

Maviljan 

3 

20118 

TATINFR006 

0 

Urp: Formalization 

159,057.36 

Maviljan 

4 

17487 

L0094 

0 

Land 

763,500 

Lilllydaye 

5 

17488 

L0095 

0 

Land 

1,576,000 

Lilllydaye 

6 

17489 

L0096 

0 

Land 

345,000 

Lilllydaye 

7 

17486 

L0093 

0 

Land 

9,000 

Maviljan 

8 

17478 

L0085 

0 

Land 

7,860,000 

Mkhuhiu 

9 

17479 

L0086 

0 

Land 

135,000 

Mkhuhiu 

10 

17485 

L0092 

0 

Land 

2,315,000 

Shatale-A 

11 

17474 

L0081 

0 

Land 

958,000 

Thulamahashe-A 

12 

17475 

L0082 

0 

Land 

54,000 

Thulamahashe-A 

13 

17476 

L0083 

0 

Land 

590,000 

Thulamahashe-A 
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14 

17477 

L0084 

0 

Land 

8,440 

Agincourt Region 

15 

17480 

L0087 

0 

Land 

30,000 

Acornhoek Region 

16 

17481 

L0088 

0 

Land 

335,000 

Acornhoek Region 

17 

17482 

L0089 

0 

Land 

734,000 

Thulamahashe-A 

18 

17483 

L0090 

0 

Land 

1,390,000 

Thulamahashe-A 

19 

17484 

L0091 

0 

Land 

1,977,000 

Agincourt Region 

20 

17527 

X5259 

0 

Formalization/ Land Tenure 
Upgrading 

386,100 

Bushbuckridge 

Region 

21 

17528 

X5260 

0 

Formalization/ Land Tenure 
Upgrading 

114,736.80 

Bushbuckridge 

Region 

22 

17529 

X5261 

0 

Formalization/ Land Tenure 
Upgrading 

494,144 

Bushbuckridge 

Region 

23 

17530 

X5262 

0 

Formalization/ Land Tenure 
Upgrading 

272,916 

Bushbuckridge 

Region 

24 

17534 

X5267 

0 

Formalization/ Land Tenure 
Upgrading 

293,222.59 

Bushbuckridge 

Region 


Building 


No 

Ref Number 

[Chain Barcode 

Bub 

pull Description 

Cost 

Region 

1 

17076 

L0003 

14 

Office Building 

55,670.67 

Acornhoek Region 

2 

17137 

LOOlO 

2 

Office 

303,333.33 

Acornhoek Region 

3 

17187 

L0014 

0 

Office Building 

450,440.25 

Thulamahashe-A 

4 

17188 

L0014 

1 

Office Building 2 

850,504.36 

Thulamahashe-A 

5 

17189 

L0014 

2 

Office Building 3 

1,388,323.20 

Thulamahashe-A 

6 

17190 

L0014 

3 

Office Building 

358,221.20 

Thulamahashe-A 

7 

17195 

L0014 

8 

Office Building 

114,539.40 

Thulamahashe Region 

8 

17254 

L0020 

0 

Regional Office 

2,855,666.60 

Dwarsloop Region 

9 

17303 

L0026 

0 

Office 

1,008,000 

Acornhoek Region 

10 

17304 

L0026 

1 

Office 

1,031,333.30 

Acornhoek Region 

11 

17319 

L0033 

0 

Office 

70,000 

Dwarsloop Region 

12 

17327 

L0037 

0 

Office Building 

2,940,773.30 

Casteel Region 

13 

17328 

L0037 

1 

Office Building 

1,105,000 

Casteel Region 

14 

17335 

L0038 

0 

Office Building 

832,000 

Acornhoek Region 

15 

17336 

L0038 

1 

Office 

148,500 

Acornhoek Region 

16 

17338 

L0038 

3 

Office Building 

234,666.67 

Acornhoek Region 

17 

17343 

L0039 

0 

Office 

6,666.67 

Acornhoek Region 

18 

17345 

L0039 

4 

Office Building 

64,000 

Acornhoek Region 

19 

17359 

L0043 

0 

Office 

1,477,333.30 

Thulamahashe-A 

20 

17361 

L0043 

2 

Office Building 

173,333.33 

Thulamahashe-A 

21 

17362 

L0044 

0 

Office 

1,994,666.60 

Thulamahashe-A 

22 

17366 

L0046 

0 

Office 

90,000 

Thulamahashe-A 

23 

17368 

L0048 

0 

Office 

216,000 

Thulamahashe-A 

24 

17420 

L0068 

0 

Office 

624,000 

Agincourt Region 

25 

17467 

L0074 

0 

Regional Office 

623,527.51 

Bushbuckridge Region 

26 

17513 

L0109 

0 

Office 

275.92 

Bushbuckridge Region 

27 

17515 

L0109 

2 

Office 

228,585.34 

Bushbuckridge Region 

28 

17521 

X2004 

0 

Regional Office 

114,600.54 

Bushbuckridge Region 

29 

17332 

L0037 

5 

Tuck Shop 

106,080 

Casteel Region 
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30 

17075 

L0003 

13 

Store Room 

978,120 

Acornhoek Region 

31 

17171 

L0012 

18 

Store Room 

555,872.72 

Bushbuckridge Region 

32 

17331 

L0037 

4 

Store Room 

1,098,240 

Casteel Region 

33 

17340 

L0038 

5 

Store Room 

75,093.33 

Acornhoek Region 

34 

17346 

L0039 

5 

Store Room 

73,333.33 

Acornhoek Region 

35 

17347 

L0039 

6 

Store Room 

73,333.33 

Acornhoek Region 

36 

17351 

L0040 

2 

Store Room 

64,240 

Acornhoek Region 

37 

17371 

L0048 

3 

Store Room 

1,300,053.30 

Thulamahashe-A 

38 

17372 

L0048 

4 

Store Room 

539,733.33 

Thulamahashe-A 

39 

17373 

L0048 

5 

Store Room 

539,733.33 

Thulamahashe-A 

40 

17374 

L0048 

6 

Store Room 

1,300,053.30 

Thulamahashe-A 

41 

17421 

L0068 

1 

Store Room 

39,600 

Agincourt Region 

42 

17423 

L0068 

3 

Store Room 

35,200 

Agincourt Region 

43 

17221 

L0016 

3 

Toilets & Store 

Rooms 

597,990.10 

Bushbuckridge Region 

44 

17444 

L0071 

1 

Toilets 

43,125.62 

Ximungwe 


Infrastructure assets 


No 

fief Number 

Full Description 

&}St 

Region 

1 

17096 

Sports Facility 

11,749.98 

Acornhoek Region 

2 

17097 

Sports Facility 

52,695.82 

Acornhoek Region 

3 

17098 

Sports Facility 

24,514.53 

Acornhoek Region 

4 

17101 

Sports Facility 

120,228.81 

Acornhoek Region 

5 

17128 

Sports Facility 

1,004,639.90 

Thulamahashe-A 

6 

17166 

Sports Facility 

284,044.77 

Dwarsloop Region 

7 

17158 

Sports Field 

56,447.72 

Dwarsloop Region 

8 

17107 

Stadium 

195,000 

Thulamahashe-A 

9 

17112 

Tennis Court 

150,423.75 

Thulamahashe-A 

10 

17167 

Tennis Court 

37,938.41 

Dwarsloop Region 

11 

17169 

Tennis Court 

37,938.40 

Dwarsloop Region 

12 

17225 

Volleyball Court 

146,289.03 

Bushbuckridge Region 

13 

17132 

Volleyball Field 

251,159.98 

Thulamahashe-A 

14 

17133 

Volleyball Field 

251,159.98 

Thulamahashe-A 

15 

17288 

Volleyball Field 

20,350.87 

Casteel Region 

16 

17290 

Taxi Rank 

536,630.97 

Casteel Region 

17 

17192 

Testing Yard 

57,750 

Thulamahashe-A 

18 

17324 

Market Stall 

45,000 

Bushbuckridge Region 

19 

17490 

Market Stall 

73,684.21 

Bushbuckridge Region 

20 

17532 

Urp: (Landscaping And Craft Markets 
For 

14,995 

Bushbuckridge Region 

21 

17308 

Parking Area 

438,480 

Acornhoek Region 

22 

17523 

Parks 

529,872.94 

Bushbuckridge Region 

23 

17516 

Paved Area 

78,372.12 

Bushbuckridge Region 

24 

17511 

Platforms 

28,608.11 

Bushbuckridge Region 

25 

17196 

Tarred Area 

2,120,251.40 

Bushbuckridge Region 

26 

17533 

Urp: (Street And Storm-Water 

Including R 

14,195,103.69 

Bushbuckridge Region 
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27 

17103 

Solid Waste Disposal Site 

515,068.03 

Thulamahashe-A 

28 

17224 

Shelter 

139,107.31 

Bushbuckridge Region 

29 

17114 

Athletics Tracks 

41,856.96 

Thulamahashe-A 

30 

17134 

Basketball Court 

98,624.13 

Thulamahashe-A 

31 

17156 

Basketball Court 

22,363.96 

Dwarsloop Region 

32 

17130 

Net Ball Field 

251,159.99 

Thulamahashe-A 

33 

17131 

Net Ball Field 

251,159.99 

Thulamahashe-A 

34 

17157 

Net Ball Field 

22,363.99 

Dwarsloop Region 

35 

17285 

Net Ball Field 

20,350.88 

Casteel Region 

36 

17115 

Pavilion 

11,222,471 

Thulamahashe-A 

37 

17226 

Pavilion 

763,290 

Bushbuckridge Region 

38 

17129 

Soccer Field 

5,811,223.40 

Thulamahashe-A 

39 

17155 

Soccer Field 

205,082.84 

Dwarsloop Region 

40 

17122 

Flood Lights 

22,054.29 

Thulamahashe-A 

41 

17123 

Flood Lights 

22,054.29 

Thulamahashe-A 

42 

17124 

Flood Lights 

22,054.29 

Thulamahashe-A 

43 

17125 

Flood Lights 

22,054.29 

Thulamahashe-A 

44 

17126 

Flood Lights 

22,054.29 

Thulamahashe-A 

45 

17127 

Flood Lights 

22,054.29 

Thulamahashe-A 

46 

17161 

Flood Lights 

52,673.10 

Dwarsloop Region 

47 

17162 

Flood Lights 

52,673.10 

Dwarsloop Region 

48 

17163 

Flood Lights 

52,673.10 

Dwarsloop Region 

49 

17164 

Flood Lights 

52,673.10 

Dwarsloop Region 

50 

17165 

Flood Lights 

52,673.10 

Dwarsloop Region 

51 

17168 

Flood Lights 

52,673.10 

Dwarsloop Region 

52 

17227 

Brick Wall 

515,958.44 

Bushbuckridge Region 

53 

17077 

Fence 

8,771.93 

Acornhoek Region 

54 

17099 

Fence 

964,141.25 

Acornhoek Region 

55 

17102 

Fence 

138,440.50 

Thulamahashe-A 

56 

17110 

Fence 

723,498.50 

Thulamahashe-A 

57 

17113 

Fence 

238,617.68 

Thulamahashe-A 

58 

17173 

Steel Palisade Fence 

496,422.71 

Bushbuckridge Region 

59 

17193 

Fencing 

425,252.18 

Thulamahashe-A 

60 

17228 

Steel Palisade Fence 

196,891.18 

Bushbuckridge Region 

61 

17287 

Steel Palisade Fence 

143,138.60 

Casteel Region 

62 

17289 

Wire Mesh Fence 

143,138.60 

Casteel Region 

63 

17307 

Fencing 

96,600 

Acornhoek Region 

64 

17334 

Fence 

108,000 

Casteel Region 

65 

17432 

Steel Palisade Fence 

67,132.19 

Bushbuckridge Region 

66 

17447 

Steel Palisade Fence 

738,526.79 

Bushbuckridge Region 

67 

17520 

Steel Palisade Fence 

52,248.08 

Bushbuckridge Region 

68 

17525 

Steel Palisade Fence 

141,124.55 

Bushbuckridge Region 

69 

17526 

Steel Palisade Fence 

86,000 

Bushbuckridge Region 

70 

17106 

Land Fill Sites 

255,527.06 

Edinburgh A 

71 

17138 

Market Stall 

58,502.95 

Acornhoek Region 

72 

17139 

Market Stall 

58,502.95 

Acornhoek Region 
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73 

17140 

Market Stall 

58,502.95 

Acornhoek Region 

74 

17141 

Market Stall 

74,424.53 

Acornhoek Region 

75 

17142 

Market Stall 

74,424.53 

Acornhoek Region 

76 

15283 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

77 

15284 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

78 

15285 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

79 

15286 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

80 

15287 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

81 

15290 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

82 

15301 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

83 

15302 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

84 

15303 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

85 

15304 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

86 

15305 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

87 

15313 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

88 

15314 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

89 

15384 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

90 

15385 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

91 

15386 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

92 

15387 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

93 

15398 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

94 

15429 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

95 

15443 

Jojo Tank 

4,724.81 

Bushbuckridge Region 

96 

15632 

Yoyo Tank 

4,750 

Bushbuckridge Region 

97 

15634 

Yoyo Tank 

4,750 

Bushbuckridge Region 

98 

15648 

Yoyo Tank 

4,750 

Bushbuckridge Region 

99 

15665 

Yoyo Tank 

7,125 

Bushbuckridge Region 

100 

15668 

Yoyo Tank 

7,125 

Bushbuckridge Region 

101 

15347 

Motor 

1,990.73 

Bushbuckridge Region 

102 

15354 

Motor 

1,990.73 

Bushbuckridge Region 

103 

15359 

Motor 

1,990.73 

Bushbuckridge Region 

104 

15363 

Motor 

1,990.73 

Bushbuckridge Region 

105 

15367 

Motor 

1,990.73 

Bushbuckridge Region 

106 

15370 

Motor 

1,990.73 

Bushbuckridge Region 

107 

15382 

Electric Motor 

1,990.73 

Bushbuckridge Region 

108 

15393 

Motor 

1,990.73 

Bushbuckridge Region 

109 

15439 

Motor 

1,990.73 

Bushbuckridge Region 

110 

15473 

Motor 

1,990.73 

Bushbuckridge Region 

111 

15486 

Motor 

1,990.73 

Bushbuckridge Region 

112 

15513 

Motor 

1,990.73 

Bushbuckridge Region 

113 

15546 

Motor 

1,990.73 

Bushbuckridge Region 

114 

15573 

Motor 

1,990.73 

Bushbuckridge Region 

115 

15595 

Motor 

1,990.73 

Bushbuckridge Region 

116 

15602 

Electrical Motor 

1,990.73 

Bushbuckridge Region 

117 

15644 

Bulk Water Meter 

4,402.50 

Bushbuckridge Region 

118 

15655 

Bulk Water Meter 

4,402.50 

Bushbuckridge Region 
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119 

15696 

Bulk Water Meter 

4,402.50 

Bushbuckridge Region 

120 

15708 

Bulk Water Meter 

2,935 

Bushbuckridge Region 

121 

15716 

Bulk Water Meter 

4,402.50 

Bushbuckridge Region 

122 

15726 

Bulk Water Meter 

1,174 

Bushbuckridge Region 

123 

15733 

Bulk Water Meter 

2,935 

Bushbuckridge Region 

124 

15738 

Bulk Water Meter 

4,402.50 

Bushbuckridge Region 

125 

15747 

Bulk Water Meter 

2,935 

Bushbuckridge Region 

126 

15775 

Water Meters 

7,881.95 

Bushbuckridge Region 

127 

15780 

Water Meters 

9,766.37 

Bushbuckridge Region 

128 

15785 

Water Meters 

6,448.94 

Bushbuckridge Region 

129 

15786 

Water Meters 

88,177.29 

Bushbuckridge Region 

130 

15787 

Water Meters 

176,600.68 

Bushbuckridge Region 

131 

15788 

Water Meters 

388,192.20 

Bushbuckridge Region 

132 

15792 

Water Meters 

4,059.53 

Bushbuckridge Region 

133 

15793 

Water Meters 

59,742.11 

Bushbuckridge Region 

134 

15819 

Water Meters 

173,844.66 

Bushbuckridge Region 

135 

15672 

Borehole Hand Pump 

1,800 

Bushbuckridge Region 

136 

15675 

Borehole Hand Pump 

1,800 

Bushbuckridge Region 

137 

15687 

Borehole 

38,400 

Bushbuckridge Region 

138 

15688 

Borehole 

10,240 

Bushbuckridge Region 

139 

15689 

Borehole 

10,240 

Bushbuckridge Region 

140 

15701 

Borehole 

25,600 

Bushbuckridge Region 

141 

15771 

Boreholes Structure 

236,188.15 

Bushbuckridge Region 

142 

15772 

Boreholes Electrical 

107,864.27 

Bushbuckridge Region 

143 

15773 

Boreholes Mechanical 

33,973.99 

Bushbuckridge Region 

144 

15774 

Boreholes Mechanical 

19,095.64 

Bushbuckridge Region 

145 

15776 

Boreholes Structure 

292,804.55 

Bushbuckridge Region 

146 

15777 

Boreholes Electrical 

133,720.30 

Bushbuckridge Region 

147 

15778 

Boreholes Mechanical 

42,117.85 

Bushbuckridge Region 

148 

15779 

Boreholes Mechanical 

23,673.03 

Bushbuckridge Region 

149 

15781 

Boreholes Structure 

193,345.12 

Bushbuckridge Region 

150 

15782 

Boreholes Electrical 

88,298.38 

Bushbuckridge Region 

151 

15783 

Boreholes Mechanical 

27,811.32 

Bushbuckridge Region 

152 

15784 

Boreholes Mechanical 

15,631.81 

Bushbuckridge Region 

153 

16980 

Borehole 

65,869.11 

Bushbuckridge Region 

154 

15391 

Open Dam 

5,000 

Bushbuckridge Region 

155 

15278 

Concrete Slab 

2,500 

Bushbuckridge Region 

156 

16863 

Tarred Road 

70,384.90 

Bushbuckridge Region 

157 

16865 

Tarred Road 

69,651.08 

Bushbuckridge Region 

158 

16867 

Tarred Road 

125,301.50 

Bushbuckridge Region 

159 

16869 

Tarred Road 

70,052.05 

Bushbuckridge Region 

160 

16871 

Tarred Road 

68,664.17 

Bushbuckridge Region 

161 

16873 

Tarred Road 

67,678.36 

Bushbuckridge Region 

162 

16875 

Tarred Road 

67,791.34 

Bushbuckridge Region 

163 

16954 

Tarred Road 

32,225.23 

Bushbuckridge Region 

164 

16955 

Tarred Road 

162,422.81 

Bushbuckridge Region 
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Cause 

Lack of a unique identification for each asset on fixed assets register 

Impact 

Assets disclosed on annual financial statement might be overstated 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management must prepare accurate and complete financial and performance reports that are 
supported and evidenced by reliable information. Furthermore, they should ensure that the fixed 
assets register include the key identifications such as address. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Movable assets 

19. EX.104 - Fixed assets_ AFS does not agree with trial balance 


Audit finding 

Section 62 1(c) of the Municipal Finance Management Act states that the accounting officer is 
responsible for managing the financial administration of the municipality and must take reasonable 
steps to ensure it maintains effective, efficient and transparent systems of financial risk 
management and internal control 

Nature 

The following differences were noted when comparing the amounts recorded in trial balances with 
the amount disclosed in note 8 of the annual financial statement. 


Item 

rrial balance 

Financial statement 

y/ariances 

Other assets: Accumulated depreciation 

■31,588,836.46 

■285,883,495 

254,294,658.54 

Working in progress: Transfers 

■254,294,658.80 

■34,886,660 

219,407,998.80 


Root cause 

Lack of review of annual financial statement before they are submitted for audit 
Impact on annual financial statements 
Property plant and equipment might be misstated 

Internal control deficiency 

Financial and Performance Management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. In addition to that the audit committee 
should review the annual financial statements before they submitted for audit. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


84 


Management report of Bushbuckridge Local Municipality 


20. EX.20 - Fixed assets_ Accumulated depreciation exceed cost of assets 
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Audit finding 

In terms of section 62 of the Municipal Finance management Act (1), the accounting officer of a 
municipality is responsible for managing the financial administration of the municipality, and must 
for this purpose take all reasonable steps to ensure — 

(b) That full and proper records of the financial affairs of the municipality are kept in accordance 
with any prescribed norms and standards; 

(c) That the municipality has and maintains effective, efficient and transparent systems: 

(i) Of financial and risk management and internal control; and 

(ii) Of internal audit operating in accordance with any prescribed norms and standards; 

Nature 

When reviewing the note of property. Plant and Equipment in the annual financial statement, we 
have identified that accumulated depreciation exceed the cost of assets. Refer to table below for 
detailed analysis of the misstatement. 


Description 

Cost 

Accumulated 

depreciation 

Carrying amount 

Other property plant and 
equipment 

R 61,269,227 

R 285,833,495 

R 224,564,268 


Root cause 

• Fixed assets register was not prepared in time 

• Assets verification was not conducted quarterly 

• Assets reconciliation was not performed for the year under review 


Impact on annual financial statements 

Property, plant and equipment may be material misstated as disclosed in the annual financial 
statements. 

Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

1. We recommend that management should ensure that regular, accurate and complete 
financial information is prepared in a manner that will support annual financial statement. 

2. We also recommend that high level review of the AFS should be performed by Audit 
Committee before annual financial statements are submitted for audit. 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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21. EX.33 - Fixed assets_ Lack of evidence of impairment at year-end 


Audit finding 
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In terms of GRAP18, An entity shall assess at each reporting date whether there is any indication 
that an asset may be impaired. If any such indication exists, the entity shall estimate the 
recoverable service amount of the asset. The entity shall estimate the recoverable service amount 
of the asset. 

Nature 

There was insufficient evidence to indicate that Property, Plant and Equipment valued at R 1 338 
678 930 and investment property valued at R 246 290 were tested for impairment at year 
end. This creates uncertainty over the appropriateness of this account balance recognised in the 
statement of financial positions. 

Root cause 

Management did not provide for impairment of property, plant and equipments 

Impact on annual financial statements 

Property plant and equipment may be overstated in the financial statements 


Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 


Recommendation 

We recommend that management should ensure that they assess at each reporting date whether 
there is any indication that an asset may be impaired 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


22. EX.4 - Fixed Assets_ FAR opening balance does not agree with AFS opening balance 


Audit finding 
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In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

When comparing the total opening balances recorded on fixed assets register with the total 
opening balances disclosed on the annual financial statement, we noted the following differences. 


Items 

Opening balances per FAR 

Opening balance per AFS 

Differences 

Land 

R 20,641,059.39 

R 35,321,407 

R 14,680,347.61 

Building 

R 88,679,304 

R 135,105,808 

R 46,426,504 

Infrastructures 

R 952,823,907.4 

R 894,259,870 

R (58,564,037.38) 

Other assets 

R 52,879,849.46 

R 46,897,074 

R (5,982,775.46) 


When the opening balances were compared to the prior year financial statements the following 
variances were noted. 


Opening balance 

135,105,808 

Prior year AFS balance 

160,854,498 

Variance 

25,748,690 


Root cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact on annual financial statements 

Opening balances of property plant and equipment might be materially misstated. 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


23. EX.91 - Fixed assets register does not agree with AFS 
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Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

The following differences were noted during the comparison of fixed assets register and the annual 
financial statement. 


FIXED ASSETS REGISTER 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Land 

20,641,059.39 

- 

- 

999,516.24 

21,640,575.63 

Buildings 

88,679,304.86 

- 

- 

20,537,849.53 

109,217,154.39 

Infrastructure 

952,823,907.38 

- 

- 

273,080,583.28 

1,225,904,490.66 

Other Assets 

52,879,849.46 

1,907,688.02 

(1,939,861.05) 

- 

52,847,676.43 

Working in progress 

270,629,151.45 

221,681,497.74 

- 

(294,617,949.05) 

197,692,700.14 

Total 

1,385,653,272.54 

223,589,185.76 

(1,939,861.05) 

- 

1,607,302,597.25 


FIXED ASSETS REGISTER 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Investment Property 

254,800 

- 

- 

- 

254,800 

Total 

254,800 

- 

- 

- 

254,800 


FIXED ASSETS REGISTER 

Cost 

Categories 

Opening 

Additions 

Disposals 

T ransfers 

Closing 

Intangible Assets 

216,076.65 

3,363,030.80 

1,102.73 

- 

3,578,004.72 

Total 

216,076.65 

3,363,030.80 

1,102.73 

- 

3,578,004.72 


ANNUAL FINANCIAL STATEMENT 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Land 

35,321,407 

- 

- 

- 

35,321,407 

Buildings 

135,105,808 

- 

- 

- 

123,837,706 

Infrastructure 

894,259,870 

- 

- 

29,831,565 

924,091,435 

Other Assets 

46,897,074 

- 

- 

1,692,064 

48,589,138 

Working in progress 

270,629,153 

226,736,592 

- 

(34,886,660) 

462,479,085 

Total 

1,382,213,312 

226,736,592 

- 

(3,363,031) 

1,594,318,771 
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ANNUAL FINANCIAL STATEMENT 


Cost 


Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Investment Property 

254,800 

- 

- 

- 

246,290 

Total 

254,800 

- 

- 

- 

246,290 


ANNUAL FINANCIAL STATEMENT 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Intangible Assets 

216,076.65 

3,320,758 

- 

- 

3,579,108 

Total 

216,076.65 

3,320,758 

- 

- 

3,579,108 


VARIANCES 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Land 

(14,680,347.61) 

- 

- 

999,516.24 

(13,680,831.37) 

Buildings 

(46,426,503.14) 

- 

- 

20,537,849.53 

(14,620,551.61) 

Infrastructure 

58,564,037.38 

- 

- 

243,249,018.28 

301,813,055.66 

Other Assets 

5,982,775.46 

1,907,688.02 

(1,939,861.05) 

(1,692,064) 

4,258,538.43 

Working in 
progress 

(1.55) 

(5,055,094.26) 

- 

(259,731,289.05) 

(264,786,384.86) 

Total 

3,439,960.54 

(3,147,406.24) 

(1,939,861.05) 

3,363,031 

12,983,8: 


VARIANCES 

Cost 

Categories 

Opening 

Additions 

Disposals 

Transfers 

Closing 

Investment Property 

- 

- 

- 

- 

8,510 

Total 

- 

- 

- 

- 

8,510 


VARIANCES 


Cost 


Categories 

Opening 

Additions 

Disposals 

T ransfers 

Closing 

Intangible Assets 

- 

42,273 

1,103 

- 

1,103 

Total 

- 

42,273 

1,103 

- 

1,103 


Furthermore, we compared the depreciation amount on fixed assets register with the amount 
disclosed on the annual financial statement and identified the following differences. 


FIXED ASSETS REGISTER 


Depreciation 


Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

NBV 2011 - 2012 

Land 

- 

- 

- 

- 

21,640,575.63 
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Buildings 

9 , 415,294 

3 , 030 , 058.81 

- 

12 , 445 , 352.81 

96 , 771 , 801.58 

Infrastructure 

214 , 080 , 620.76 

72 , 225 , 310.58 

- 

286 , 305 , 931.33 

939 , 598 , 559.33 

Other Assets 

22 , 696,877 

6 , 336 , 118.89 

1 , 376 , 383.89 

27 , 656 , 612.48 

25 , 191 , 063.95 

Working in 
progress 

- 

- 

- 

- 

197 , 692 , 700.14 

Total 

246,192,791.75 

81,591,488.28 

1,376,383.89 

326,407,896.62 

1,280,894,700.63 


FIXED ASSETS REGISTER 

Depreciation 

Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

MBV 2011 - 2012 

Investment 

property 

25 , 485.71 

8 , 510.74 

- 

33 , 996.45 

220 , 803.55 


25,485.71 

8,510.74 

- 

33,996.45 

220,803.55 


FIXED ASSETS REGISTER 
Depreciation 


Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

MBV 2011 - 2012 

Intangibles 

130 , 430.73 

62 , 395.52 

999.76 

191 , 826.49 

3 , 386 , 178.23 


130,430.73 

62,395.52 

999.76 

191,826.49 

3,386,178.23 


ANNUAL FINANCIAL STATEMENT 

Depreciation 


Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 


Categories 

NBV 2011 - 2012 

Land 

- 

- 

- 

- 

42 , 575,646 

Buildings 

11 , 268,102 

- 

- 

22 , 109,334 

112 , 996,474 

Infrastructure 

97 , 028,576 

- 

- 

213 , 068,649 

713 , 323,224 

Other Assets 

19 , 437,359 

- 

- 

285 , 883,495 

- 224 , 614,268 

Working in 
progress 

- 

- 

- 

- 

- 

Total 

127,734,037 

■ 

" 

521,061,478 

644,281,076 


Depreciation 


ANNUAL FINANCIAL STATEMENT 

Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

NBV 2011 - 
2012 

Investment 

property 

- 

8,511 

- 

- 

246,290 
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8,511 


246,290 


ANNUAL FINANCIAL STATEMENT 


Depreciation 


Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

NBV 2011 - 
2012 

Intangibles 

129,716 

39,377 

- 

171,989 

3 , 407,119 


129,716 

39,377 

- 

171,989 

3,407,119 


VARIANCES 

Depreciation 

Categories 

Opening 

YTD 

Disposal 

Closing 

NBV 2011 - 2012 

Depreciation 

Depreciation 

Depreciation 

Depreciation 

Land 

- 

- 

- 

- 

20 , 935 , 070.37 

Buildings 

- 1 , 852,808 

3 , 030 , 058.81 

- 

- 9 , 663 , 981.19 

16 , 224 , 672.42 

Infrastructure 

117 , 052 , 044.76 

72 , 225 , 310.58 

- 

73 , 237 , 282.33 

226 , 275 , 335.33 

Other Assets 

3 , 259,518 

6 , 336 , 118.89 

1 , 376 , 383.89 

258 , 226 , 882.52 

249 , 805 , 331.95 

Working in 
progress 

- 

- 

- 

- 

197 , 692 , 700.14 

Total 

118,458,754.75 

81,591,488.28 

1,376,383.89 

194,653,581.38 

636,613,624.63 


VARIANCE 

Depreciation 

Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

NBV 2011 - 
2012 

Investment 

property 

25 , 485.71 

0.26 

- 

33 , 996.45 

25 , 486.45 

Total 

25,485.71 

0.26 

- 

33,996.45 

25,486.45 


VARIANCES 

Depreciation 

Categories 

Opening 

Depreciation 

YTD 

Depreciation 

Disposal 

Depreciation 

Closing 

Depreciation 

NBV 2011 - 
2012 

Intangibles 

714.73 

23 , 018.52 

999.76 

19 , 837.49 

20 , 940.77 

Total 

714.73 

23,018.52 

999.76 

19,837.49 

20,940.77 


Cause 

Lack of review by management before annual financial statement are submitted for audit 


Impact 


93 




Management report of Bushbuckridge Local Municipality 


Amount disclosed under property plant and equipment, investment property and intangible 
assets might be materially misstated. 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Operating expenditure 


24. EX.116 - Procurement No Bid Specification Committee 
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Audit finding 

In terms of the Bushbuckridge Local Municipality's Supply Chain Management Policy Para 69: 

Bid Specification Committee 

All bid specification and bid documentation must be compiled by an ad-hoc bid specification 
committee constituted for each project or procurement activity 

Nature 

An award valued at R 78,348,947.84 was made without specifications from a bid specification 
committee as required by the policy 



Contractor 

Contract No 

Amount 

1 

Catherine Construction 

BLM/016/038/0615/SH-04 


2 

Dumezulu General Dealer and 
construction 

EQ/BLMR07/20/4677/2009/10 

R 6,673,374.18 

3 

'(/uyo Sindi Trading 

EQ/wrl0/202/4664/2009/10w 

1200264.04 

4 

Yellow Train 27 JB Lezmin 3521 

EQ/wr09/202/4664/2009/10 

775000 

5 

Indwa Trading 30 JV 

Imagagane 

BLM/R025/M/W/2010/11 

775000 

6 

Bonatea investment 

BLM/W/R005/2010/11-A 

538806.18 

7 

Catherine Construction 

BLM016/038/0615/2011/12/HO-0 

729356.04 

8 

Bell Equipment 

Supply and Delivery of 6M Tipper Truck and 

140G 6 Cylinder Grader 

2251500 

9 

Lwesine Trading JV Bekimusa 

MIGMP/0687AA//07/11/B2 ( WSDP 63) 

5931482 

10 

Crystal Sparkle trading 98 

MIGMP/0687AA//07/11/B2 ( WSDP 39) 

8131726.94 

11 

Sandile Isabelo Business 
Enterprise 

BLMA/IPTOILETS/2011/2012 

731962.1 

12 

iA/isenelly & Dallas JV 

Q/OOF/220/254/4137 

2230225.26 

13 

Loge and Wisenelly JV 

Agincourt and Ireagh Bulk Water Supply B22 

20515555.36 

14 

Casnas Civils 

BLM/B03/200/4215/2009/10 

4925755.8 

15 

BMK electronics 

Supply and installation of Mechanical and 
electrical Equipment to complete Module 4 &5 

22938939.94 










Total 


R 78,348,947.84 


Cause 

Management does not monitor the implementation of the supply chain management policy 


Impact 

Understatement of irregular expenditure by R 78,348,947.84 
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Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management should appoint a specification committee for all competitive bids 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


25. EX.130 - Procurement limitation of scope 
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Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required 

Nature 

The copy of newspaper advertisements and bid register relating to the following projects were not 
submitted, therefore we could not perform procedures to test compliance with relevant 
regulation for the selected projects. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without the required information. 

l.The copy of newspaper advertisement for the following awards was not received 


No 

Contractor 

Description 

Tender Number 

Amount 

1 

Rea Dira projects 

Acornhoek Bulk Water 
Project 

MP/0687/W/07/11 (B3) 

R 14,117,055.13 

2 

yodacom 

Provision of Cellphone 
Contracts 

None 

R 2,100,000 

3 

Dumezulu General 

Dealer and Construction 

Completion of Mkhuhiu to 
Mashomanini Road phase 2 

EQ/BLMDE002/11/12 

R 6,673,374.18 

4 

Bell Equipment Sales S.A 

Supply and Delivery of 6M 
Tipper Truck and 140G 6 
Cyclinder Gradel 

None 

R 2,251,500 

5 

Wisenelly & Dallas JV 

Construction of Hluvuki 
Regional Offices 

Q/OOF/220/254/4137 

R 2,230,225.26 

6 

Casnan Civils 

Construction of Casteel of 
Ben Matloshe Calvert 

Bridge 

BLM/B03/200/42/16/2009/10 

R 4,925,755.80 

7 

Loge and Wisenelly JV 

Agincourt and Ireagh Bulk 
Water Supply B22 

None 

R 20,515,555.36 

8 

BMK Electronics 

Supply and Installation of 
Mechanical and Electrical 
Equipment 

None 

R 22,938,939.94 

9 

Yellow Train trading 27 

JV Lezmin 3521 

Tarring of Internal Street at 
Dwarsloop Phase 2 

EQAA/R09/202/4664/2009/10 

R 1,816,669.80 

10 

Vuyo Sindi Trading 

Goromani Water 

Reticulation Phase 1 

EQAA/RlO/202/4665/2009/10 

R 1,200,264.04 

11 

SSA Consulting 

Engineers 

Tarring of Internal Street at 
Dwarsloop Phase 2 

BLM/R025/MA/V/2010/11 

R 775,000 

12 

Sandile isabello Business 
Enterprise 

Constuction of VIP Toilets 

BLM/VIPTOILETS/2011/2011 

R 731,352 


2. Register of bids received relating to the following selected projects (including the bidding amounts). 
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No 

Contractor 

Description 

Tender Number 

Amount 

1 

Leswinene Trading JV 
Bekimusa 

Inyaka Bulk Water Project 

MIGMP/0687AA//07/11/B2 

R 5,931,482 

2 

Vodacom 

Provision of Cellphone 
Contracts 

None 

R 2,100,000 

3 

Wisenelly & Dallas JV 

Construction of Hluvuki 
Regional Offices 

Q/OOF/220/254/4137 

R 2,230,225.26 

4 

Casnan Civils 

Construction of Casteel of 
Ben Matloshe Calvert 

Bridge 

BLM/B03/200/42/16/2009/10 

R 4,925,755.80 

5 

Catherine Construction 

Re-Construction of Culvert 
Bridge at Shatale Zone 1 

BLM/016/038/065/SH04 

R 1,197,706.23 

6 

Loge and Wisenelly JV 

Agincourt and Ireagh Bulk 
Water Supply B22 

None 

R 20,515,555.36 

7 

BMK Electronics 

Supply and Installation of 
Mechanical and Electrical 
Equipment 

None 

R 22,938,939.94 

8 

Yellow Train trading 27 

JV Lezmin 3521 

Tarring of Internal Street at 
Dwarsloop Phase 2 

EQAA/R09/202/4664/2009/10 

R 1,816,669.80 

9 

SSA Consulting 

Engineers 

Tarring of Internal Street at 
Dwarsloop Phase 2 

BLM/R025/MA/V/2010/11 

R 775,000 

10 

Sandile isabello Business 
Enterprise 

Construction of VIP Toilets 

BLM/VIPTOILETS/2011/2011 

R 731,352 


Cause 

Management did not ensure that there is a full and proper record keeping 

Impact 

Non - compliance with supply chain regulations may results in irregular expenditure 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 
Information submitted. 
Auditor’s conclusion 


The copy of newspaper advertisement for the following awards 


was 

received : 



No 

Contractor joescription 

Tender Number 

Amount 

Progress 
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1 

Rea Dira 
Drojects 

Acornhoek 

Bulk Water 
Project 

MP/0687AA//07/11 (B3) 

R 14,117,055.13 

Outstanding 

2 

Vodacom 

Provision of 

Cellphone 

Contracts 


R 2,100,000 

Received 


Dumezulu 
General 
Dealer and 
Construction 

Completion of 
Mkhuhiu to 
Mashomanini 
Road phase 2 

EQ/BLMDE002/11/12 

R 6,673,374.18 

Received 

4 

Bell 

Equipment 
Sales S.A 

Supply and 
Delivery of 6M 
Tipper Truck 
and 140G 6 
Cyclinder 

Grade 1 


R 2,251,500 

Received 

5 

Wisenelly & 
Dallas JV 

Construction of 

Hluvuki 

Regional 

Offices 

Q/OOF/220/254/4137 

R 2,230,225.26 

Received 

6 

Casnan Civils 

Construction of 
Casteel of Ben 
Matloshe 
Calvert Bridge 

BLM/ 

B03/200/42/16/2009/10 

R 4,925,755.80 

Received 

7 

Loge and 
Wisenelly JV 

Agincourt and 
Ireagh Bulk 
Water Supply 
B22 


R 20,515,555.36 

Received 


BMK 

Electronics 

Supply and 
Installation of 
Mechanical 
and Electrical 
Equipment 


R 22,938,939.94 

Received 

9 

Yellow Train 
:rading 27 JV 
Lezmin 3521 

Tarring of 
Internal Street 
at Dwarsloop 
Phase 2 

EQAA/R 

09/202/4664/2009/10 

R 1,816,669.80 

Received 

10 

Vuyo Sindi 
Trading 

Goromani 

Water 
Reticulation 
Phase 1 

EQA/VR 

10/202/4665/2009/10 

R 1,200,264.04 

Received 

11 

SSA 

Consulting 

Engineers 

Tarring of 
Internal Street 
at Dwarsloop 
Phase 2 

BLM 

^R025/M/W/2010/ll 

R 775,000 

Received 


Sandile 

sabello 

Business 

Enterprise 

Constuction of 
VIP Toilets 

BLM 

^/IPTOILETS/2011/2011 

R 731,352 

Received 


2. Register of bids received relating to the following selected projects 
(including the bidding amounts). 


No 

Contractor 

Description 

Tender Number 

Amount 

Received 

1 

Leswinene 
Trading JV 
Bekimusa 

Inyaka Bulk 
Water 

Project 

M 1 G M P/0687/W/07/11/B2 

R 5,931,482 

Received 

2 

Vodacom 

Provision of 

Cellphone 

Contracts 


R 2,100,000 

Received 
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3 

Wisenelly & 
Dallas JV 

Construction 
□f Hluvuki 
Regional 
Offices 

Q/OOF/220/254/4137 

R 2,230,225.26 

Received 

4 

Casnan Civils 

Construction 
□f Casteel of 
Ben 

Matloshe 

Calvert 

Bridge 

BLIM 

/B03/200/42/16/2009/10 

R 4,925,755.80 

Received 

5 

Catherine 

Construction 

Re- 
construction 
□f Culvert 
Bridge at 
Shatale 

Zone 1 

BLM/016/038/065/SH04 

R 1,197,706.23 

Received 

6 

Loge and 
Wisenelly JV 

Agincourt 
and Ireagh 
Bulk Water 
Supply B22 


R 20,515,555.36 

Received 

7 

BMK 

Electronics 

Supply and 
Installation of 
Mechanical 
and 

Electrical 

Equipment 


R 22,938,939.94 

Outstanding 

8 

Yellow Train 
trading 27 JV 
Lezmin 3521 

Skrepeng/ 

Ma 

EQAA/R 

09/202/4664/2009/10 

R 1,816,669.80 

Received 

9 

SSA 

Consulting 

Engineers 

Tarring of 
Internal 

Street at 
Dwarsloop 
Phase 2 

BLM/R025/M/W/2010/11 

R 775,000 

Received 

10 

Sandile 

isabello 

Business 

Enterprise 

Constuction 
□f VIP 

Toilets 

BLIM 

/VIPTOILETS/2011/2011 

R 731,352 

Received 
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26. EX.154 - Grant(MIG)_ Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount of R30, 629,200.72 for MIG grants could not be audited because payments vouchers 
were not submitted for audit purpose. Therefore, we could not satisfy ourselves as to validity, 
accuracy and completeness of the expenditure incurred 


No 

Date 

Reference 

Description 

Amount 
exclusive of 

VAT 

Amount 
including of 
VAT 

1 

2021/07/11 

MOS-1 

Urban renewal 

214,160.50 

244,142.97 

2 

2007/12/11 

GRV0157 

Construction 
of streets, storm 
water and 

548,336.97 

625,104.15 

3 

2002/02/12 

SCW120015 

Supply of 
kerbstone 

81,164.64 

92,527.69 

4 

2005/08/11 

JAM 5 

Constr of bridge 
Benmatiuse to 
Casteel 

338,926.33 

386,376.02 

5 

2018/01/12 

GRV0473 

Paving Road 
Brantan to 
Graveyard 

143,766.98 

163,894.36 

6 

2021/09/11 

GATH 4 

Bulk 

Water Supply 

2,931,112.07 

3,341,467.76 

7 

2024/08/11 

60 

Mpfumelelo 

Business 

enterprise 

182,885.04 

208,488.95 

8 

2027/09/11 

10033450 

Bulk Water 

SuppI 

206,997.30 

235,976.92 

9 

2010/11/11 

EFT 

BUILDCRETE 

32. 5R CEMENT 
DELIVERD AT 
ACOR 

102,096 

116,389.44 

10 

2018/01/12 

GRV0344 

Acornhoek 

Bulk 

8,771.93 

10,000 

11 

2025/04/12 

GRV0508 

Surety payment 
no 1 Contractor 
B2 

19,641.20 

22,390.97 

12 

2025/04/12 

GRV1075 

Cert No 1 
Contractor B2 
Bulk Line Buffel 

39,282.40 

44,781.94 

13 

2025/04/12 

GRV0480 

Purchase 
OrderRetention 
for cert no 1 Co 

19,641.20 

22,390.97 

14 

2002/05/12 

READIRA 

Acornhoek 
reservoirs and 
pipeline 

481,704.47 

549,143.10 
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15 

1930/05/12 

GRV0721 

Bulk Line from 
Buffelshoek to 
Okkemeutbo 

1,633,340.23 

1,862,007.86 

16 

2019/06/12 

INA10136 

Acornhoek 
Branch System 

23,360.35 

26,630.80 

17 

2027/07/11 

IR006 

Lillydale Bulk 
Water Supply 

509,389.80 

580,704.37 

18 

2029/07/11 

N- 2069 

Bulk Water 
Supply 

342,373.63 

390,305.94 

19 

2026/08/11 

2011/053 

Inyaka bulk 
water supply 
LillydaleB20 

1,839,332.56 

2,096,839.12 

20 

2002/09/11 

IR007 

Lillydale bulk 
water supply 

2,123,338.89 

2,420,606.33 

21 

2029/02/12 

GRV0378 

Lillydale Bulk 
Water Supply 
(B20)B 

301,769.82 

344,017.59 

22 

2005/03/12 

GRV0339 

Inyaka Bulk 
water supply 
Lillydale 

796,465.01 

907,970.11 

23 

2006/08/11 

Phe 

Acornhoek 
sewer plant 

4,213,101.60 

4,802,935.82 

24 

2001/10/11 

PSC/MIG/001 

Bulk water 

supply- 

Alexandria 

1,400,076.22 

1,596,086.89 

25 

2009/10/11 

GRV0336 

Reconstruction 
of Acornhoek 
bulk 

1,295,957.71 

1,477,391.79 

26 

2021/11/11 

GRV0337 

Reconstruction 
of Acornhoek 
bulk 

3,206,917.20 

3,655,885.61 

27 

2028/06/12 

GRV1014 

Reconstruction 
of Acornhoek 
bulk 

1,239,868.58 

1,413,450.18 

28 

2015/07/11 

14A- North 

Inyaka Bulk 
Water 

17,901.68 

20,407.92 

29 

2015/07/11 

B16- North 

Inyaka Bulk 
Water 

441,717.20 

503,557.61 

30 

2008/09/11 

B17-MIDLANDS 

Inyaka bulk 
water list B 
projects 

130,023.29 

148,226.55 

31 

2010/11/11 

2064/BLM/008 

Inhlakanipho- 

Professional 

Fees 

616,328.36 

702,614.33 

32 

2014/07/11 

37 

Moepeng 

Trading 40 

96,876.36 

110,439.05 

33 

2029/07/11 

MOEOl 

Thabakgolo 
shtale water 
reticulation 

446,410.02 

508,907.42 

34 

2014/08/11 

53 

Moepeng 

Trading 40 

115,142.58 

131,262.54 

35 

2029/08/11 

N8 

Extention of 
street and storm 
water 

759,541.81 

865,877.66 


26 , 108 , 178 . 1230 , 629 , 200.73 
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Cause 

Management did no ensure that there is full and proper record keeping 

Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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27. EX.195 - Procurement _ Bids not evaluated by the evaluating committee 


Audit finding 

In terms of the Municipal Supply Chain Regulation: 

28 Bid evaluation committees: 

1) The specifications for a specific procurement; and 

ii) the point system as must be set out in the supply chain management policy of the municipality or 
municipal entity in terms of regulation 27 (2)(f) and as prescribed in terms of the preferential 
Procurement Policy Framework Act; 

b) evaluated each bidder's ability to execute the contract; 

c) Check in respect of the recommended bidder whether municipal rates and taxes and municipal 
services charges are not in arrears; and 

d) Submit to the adjudication committee a report and recommendation regarding the award of the 
bid or any other related matter 

2) A bid evaluation committee must as far as possible be composed of _ 

a) Officials from the department requiring the goods or services; and 

b) At least one supply chain management practitioner of the municipality or municipal entity 


Nature 

The listed projects were not evaluated in accordance with the specification of the project: 

1. The points as set out in the supply chain policy was not used 

2. The bidder's ability to execute the project was not tested 

3. No assessment was done on the municipal rates and taxes (whether or not they are overdue) 

4. A report was not submitted to the adjudication committee regarding the award of the bid 

This will result in the understatement of irregular expenditure 


No 

Name of Supplier 

Region 

Amount 

1 

Crystal Sparkle 

Trading 

MIG MP/0687/W/07/11 (B2) 

R 8,131,726.94 

2 

Catherine 

Construction 

BLM016/038/06158/2011/12/H 

R 729,356.04 

3 

Readira 

MP0687/W07/11 (B3) 

R 14,117,155.13 

4 

Lwesine Trading 

W/M P/4145/07/09 (3) 

R 5,931,482 

5 

Dumezulu General 

Dealer & Construction 

BLM/R07/200/4677/2009/10 

R 6,673,374.18 

6 

Bell Equipment 

EQ/BLM/T&G/2011/12 

R 2,251,500 

7 

Wisenelly Dallas JV 

MIG/MP0687/W/07/ll(B22) 

R 2,230,225.26 
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8 

Casnas Civils 

BLM/B03/200/425/2009/10 

R 4,925,755.80 

9 

Loge and Wisenelly JV 

MIG/MP0687/W/07/ll(B22) 

R 20,515,555.36 

10 

BMK Electronics 

W/M P/4 145/07/09(3) 

R 22,938,939 

11 

Yellow Training 27 JV 
Lezmin 

BLM/WR09/202/4664/2009/10 

R 1,816,669.80 

12 

Vuyo 

BLM/WRlO/202/4665/2009/10 

R 1,200,264.04 

13 

Indwa Trading 30 JV 
Imagagane 

BLM/R0258/M/W2010/11 

R 775,000 

14 

Bonatea Investment 

CC 

BLM/W/R005/2010/11A 

R 538,806.18 

15 

Sandile Isabello 
Business Enteprise 

BLM/VIPTOI LETS/2011/12 

R 731,352 

16 

Sky High Consulting 
Engineers 

EQ/BLMW163/11/12 







Total 

R 93,507,161.73 


Cause 

Management does not monitor whether the Supply chain Management Policy is being adhered to: 

Impact 

Understatement of irregular expenditure by R93 507 161.73 


Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

All Bids needs to the evaluated by the evaluation committee based on the point system and 
bidder's ability to execute the contract. Mostly importantly the minutes if meeting need to be 
documented in a clear language e.g. State the project name, list every member who attended and 
then elaborate on how the points were allocated. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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28. EX.200 - Procurement _ Combating of abuse of supply chain management system 


Audit finding 

In terms of the Municipal Supply Chain Regulation, section 38 

Combating of Abuse of Supply Chain Management System 

1. A supply chain management policy must provide measures for the combating of abuse of the 
supply chain management system, and must enable the accounting officer- 

d) To reject any bid from a bidder - 

ii) who during the last five years has failed to perform satisfactorily on a previous 
contract with the municipality or municipal entity or any other organ of state after 
written notice was given to that bidder that performance was unsatisfactory ; 

e) To reject a recommendation for the award of a contract if the recommended bidder, or 
any of its directors, has committed a corrupt or fraudulent act in competing for the particular 
contract 

g) To reject the bid of any bidder if that bidder or any of its directors- 

i) Has abused the supply chain management system of the municipality or municipal 
entity or has committed any improper conduct in relation to such system 

iii) Has wilfully neglected, reneged on or failed to comply with any government, 
municipal or other public sector contract during the past five years 


Nature 


We do not have sufficient audit evidence that the following providers were asked to declare that: 

1. They have not in the last five years failed to perform satisfactorily on a previous contract with 
the municipality or municipal entity or any other organ of state after written notice was given to that 
bidder that performance was unsatisfactory ; 

2. Any of its directors has not wilfully neglected on or failed to comply with any government, 
municipal or other public sector contract during the past five years 

3. That none of its directors has abused the supply chain management system of the municipal 
entity or has committed any improper conduct in relation to such system 

4. Has wilfully neglected or failed to comply with any government municipal or other public sector 
contract during the past five years 
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No 

Name of Supplier 

Region 

Amount 

1 

Crystal Sparkle Trading 

MIG MP/0687/W/07/11 (B2) 

R 8,131,726.94 

2 

Catherine Construction 

BLM016/038/06158/2011/12/H 

R 729,356.04 

3 

Readira 

MP0687/W07/11 (B3) 

R 14,117,155.13 

4 

Lwesine Trading 

W/M P/4145/07/09 (3) 

R 5,931,482 

5 

Dumezulu General Dealer & 

Construction 

BLM/R07/200/4677/2009/10 

R 6,673,374.18 

6 

Bell Equipment 

EQ/BLM/T&G/2011/12 

R 2,251,500 

7 

Wisenelly Dallas JV 

MIG/MP0687/W/07/ll(B22) 

R 2,230,225.26 

8 

Casnas Civils 

BLM/B03/200/425/2009/10 

R 4,925,755.80 

9 

Loge and Wisenelly JV 

MIG/MP0687/W/07/ll(B22) 

R 20,515,555.36 

10 

BMK Electronics 

W/M P/4 145/07/09(3) 

R 22,938,939 

11 

yellow Training 27 JV Lezmin 

BLM/WR09/202/4664/2009/10 

R 1,816,669.80 

12 

Vuyo 

BLM/WRlO/202/4665/2009/10 

R 1,200,264.04 

13 

Indwa Trading 30 JV Imagagane 

BLM/R0258/M/W2010/11 

R 775,000 

14 

Bonatea Investment CC 

BLM/W/R005/2010/11A 

R 538,806.18 

15 

Sandile Isabello Business 
Enteprise 

BLM/VIPTOI LETS/2011/12 

R 731,352 

16 

Sky High Consulting Engineers 

EQ/BLMW163/11/12 







Total 

R 93,507,161.73 


Cause 

Management does not monitor compliance with relevant laws and regulations 

Impact 

Understatement of Irregular expenditure by R 93,507,161.73 


Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should ensure that the above declarations are included on every tender document, 
which will make easier to apply 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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29. EX.201 - Procurement Conflict of Interest 


Audit finding 

In terms of Municipal Supply Chain Regulation, section 13: 

General preconditions for consideration of written quotation or bids 

A supply chain management policy must state that the municipality or municipal entity may not 
consider a written quotation or bid unless the provider who submitted the quotation or bid- 

c) Has indicated - 

i) Whether he or she is in the service of the state, or has been in the service of the state in 
the previous twelve months; 

ii) if the provider is not a natural person, whether any of its directors, managers, principal 
shareholders or stakeholder is in the service of the state, or has been in the service of the 
state in the previous twelve months; or 

iii) Whether a spouse, child or parent of the provider or of a director, manager, shareholder 
or stakeholder referred to in subparagraph (ii) is in the service of the state, or has been in 
the service of the state in the previous twelve months 


Nature 

The following suppliers did not declare: 

a) Whether he or she is in the service of the state, or has been in the service of the state in the 
previous twelve months; 

b) if the provider is not a natural person, whether any of its directors, managers, principal 
shareholders or stakeholder is in the service of the state, or has been in the service of the state in 
the previous twelve months; or 

c) Whether a spouse, child or parent of the provider or of a director, manager, shareholder or 
stakeholder referred to in subparagraph (ii) is in the service of the state, or has been in the service 
of the state in the previous twelve months 

And if this is the case why not disclosed in the notes to the Annual Financial Statement 


No 

Name of Supplier 

Region 

Amount 

1 

Crystal Sparkle 
frading 

MIG MP/0687/W/07/11 (B2) 

8 8,131,726.94 

2 

Catherine 

Construction 

BLM016/038/06158/2011/12/H 

R 729,356.04 

3 

Readira 

MP0687/W07/11 (B3) 

R 14,117,155.13 

4 

Lwesine Trading 

W/M P/4145/07/09 (3) 

8 5,931,482 
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5 

Dumezulu General 

Dealer & Construction 

BLM/R07/200/4677/2009/10 

R 6,673,374.18 

6 

Bell Equipment 

EQ/BLM/T&G/2011/12 

R 2,251,500 

7 

Wisenelly Dallas JV 

MIG/MP0687/W/07/ll(B22) 

R 2,230,225.26 

8 

Casnas Civils 

BLM/B03/200/425/2009/10 

R 4,925,755.80 

10 

BMK Electronics 

W/MP/4145/07/09(3) 

R 22,938,939 

11 

yellow Training 27 JV 
Lezmin 

BLM/WR09/202/4664/2009/10 

R 1,816,669.80 

12 

Vuyo 

BLM/WRlO/202/4665/2009/10 

R 1,200,264.04 

13 

Indwa Trading 30 JV 
Imagagane 

BLM/R0258/M/W2010/11 

R 775,000 

14 

Bonatea Investment 

CC 

BLM/W/R005/2010/11A 

R 538,806.18 

15 

Sandile Isabello 
Business Enteprise 

BLM/VIPTOILETS/2011/12 

R 731,352 






Total 

R 93,507,161.73 


Cause 

Management does not monitor the implementation of internal Controls 

Impact 

Irregular expenditure amounting to R93 507 161.73 

Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should play an oversight role and ensure that the internal controls 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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30. EX.203 - Procurement _ Contract not signed by both parties 


Audit finding 

In terms of the Municipal Finance Municipal Act secllG 
Contract and contract management 

1) A contract or agreement produced through the supply chain management system of a 
municipality or municipal entity must - 

a) Be in writing 

b) Stipulate the terms and conditions of the contract or agreement, which must include 
provisions providing for- 


Nature 

The following contracts have not been signed by both parties: 


No 

Name of 
Supplier 

Region 

Amount 

2 

Catherine 

Construction 

BLM016/038/06158/2011/12/H 

729,356 

8 

Casnas Civils 

BLM/B03/200/425/2009/10 

4,925,756 


5,655,112 


Cause 

Management does not monitor the implementation of Internal Controls 

Impact 

Understatement of Irregular expenditure by R 5,655,111.84 


Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal 


Recommendation 
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Management should monitor the implementations of internal controls 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


31. EX.58 - Expenditure Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

General expenses could not be tested because the payments vouchers were not submitted for 
audit purposes: therefore we could not satisfy ourselves to the validity, accuracy and completeness 
of the expenditure incurred on fixed assets additions, repairs and maintenance 

Payments vouchers for the additions of the assets: 


No 

Supplier’s name 

Date 

Amount as 
per asset 
register 

1 

T2 Tech Consulting E 

2012/06/30 

488,579.11 

2 

Mokete Civil & Elect 

2012/06/30 

66,810.53 

3 

Nashua 

2012/04/23 

7,851.79 

4 

Mphiphili Construct! 

2012/06/30 

1,160,080.70 

5 

Kmi Trading Jv Mapho 

2012/06/30 

1,275,440.90 

6 

Meondo Manodama Join 

2012/06/30 

1,286,947.20 

7 

Unknown 

2012/06/30 

1,446,792.10 

8 

Masakhane Civil Cont 

2012/06/30 

1,474,957.90 

9 

T Julius Constructio 

2012/06/30 

1,562,540.80 

10 

S&W Limpopo 

2012/06/30 

2,020,842.50 

11 

Moschem / Mm Mkhonto 

2012/06/30 

2,228,912.60 

12 

Hwali Business Enter 

2012/06/30 

2,229,939.30 

13 

Unknown 

2012/06/30 

3,152,905.20 

14 

Unknown 

2012/06/30 

4,560,018.60 

15 

Mmase Technologies 

2011/03/24 

11,100 


Root cause 
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Management did no ensure that there is a full and proper record keeping 

Impact on annual financial statements 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 
Information submitted. 

Auditor’s conclusion 

Additions of the assets: 


No 

Supplier name 

Date 

Purchase cost 

Comment 

1 

Khula Utobona General Trading 

2011/10/20 

14,000 

Received 

2 

Waltons 

2011/09/01 

8,552.83 

Not received 

3 

Mukuklu Library Furniture 

2011/08/03 

9,800 

Not received 

4 

T2 Tech Consulting E 

2012/06/30 

488,579.11 

Not received 

5 

Nashua 

2012/04/23 

6,836 

Not received 

6 

Yahina Technologys 

2011/08/04 

9,592 

Received 

7 

Mokete Civil & Elect 

2012/06/30 

66,810.53 

Not received 

8 

Yodacom 

2011/10/07 

4,499 

Received 

9 

Ga Mahitse Le Mathlogonolo 

2011/07/07 

5,500 

Received 

10 

Light Mshika Trading 

2012/02/14 

8,900 

Not received 

11 

Kete Project 

2011/09/11 

1,250 

Received 

12 

Khula Utobona General Trading 

2011/10/20 

11,000 

Received 

13 

Nashua 

2012/04/23 

7,851.79 

Not received 

14 

Bitenda Trading 

2011/12/08 

10,200 

Received 

15 

Mphiphili Constructi 

2012/06/30 

1,160,080.70 

Not received 

16 

Unknown 

2012/06/30 

1,171,081.20 

Not received 

17 

Inyathi Civils 

2012/06/30 

1,239,541.70 

Not received 

18 

Kmi Trading Jv Mapho 

2012/06/30 

1,275,440.90 

Not received 

19 

Meondo Manodama Join 

2012/06/30 

1,286,947.20 

Not received 
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20 

Unknown 

2012/06/30 

1,446,792.10 

Not received 

21 

Masakhane Civil Cont 

2012/06/30 

1,474,957.90 

Not received 

22 

T Julius Constructio 

2012/06/30 

1,562,540.80 

Not received 

23 

S&W Limpopo 

2012/06/30 

2,020,842.50 

Not received 

24 

Moschem / Mm Mkhonto 

2012/06/30 

2,228,912.60 

Not received 

25 

Hwali Business Enter 

2012/06/30 

2,229,939.30 

Not received 

26 

Unknown 

2012/06/30 

3,152,905.20 

Not received 

27 

Unknown 

2012/06/30 

4,560,018.60 

Not received 

28 

Mmase Technologies 

2011/03/24 

11,100 

Not received 

29 

Kete Project 

2011/09/11 

8,500 

received 

30 

Khula Utobona General Trading 

2011/10/20 

40,000 

Received 


Repairs and maintenance: 


No 

Name of 
supplier 

Date 

Reference 

no 

Amount 

Comment 

1 

Repairing of rain 
damaged street 

2011/07/01 

4 

376,973.68 

Received 

2 

Westvaal- 

Replace 

Cylinder Head 

2011/07/01 

FRR700 

38,938.15 

Received 

3 

Repairs of 
municipal motor 
^/ehicle 

2011/08/05 

212033 

22,705.54 

Received 

4 

Zitho Hotel-Car 
Rental 

2011/08/20 

ZTT004401 

48,086.55 

Received 

5 

Repair starter 
moto 

DRZ179MP 

2011/10/27 

577336 

31,563.38 

Received 

6 

Vehicle Hired 
for The 

Executive 

Mayor 

2012/03/26 

GRV0182 

25,144.06 

Received 


Tyre 

Replacement 

2012/03/26 

GRV0192 

9,333.34 

Not 

received 

8 

SERVICE DUE 
FOR DYH 627 
MP 

2012/03/29 

BLM000242 

6,899.02 

Received 

9 

MAJOR 
SERVICE FOR 
DLS223MP 

2012/04/25 

GRV0410 

6,844.58 

Received 

10 

Servicing of 
Municipal John 
Deer Tractor 

2012/05/17 

GRV0497 

21,047.16 

Not received 

11 

service due for 
truck 

2012/05/23 

GRV0552 

27,191.48 

Received 
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12 

FRJ 763 MP- 
Current 
Kilometres, 
Steering 

2012/06/20 

GRV0643 

35,994.84 

Received 

13 

Mapulaneng 
Traffic station 

2011/12/09 

TJC 007 

401,370 

Received 

14 

DWAARSLOOP 
SPORTS 
FACILITY 
PHASE 2 

2012/05/15 

75170 

50,160.68 

Received 

15 

Construction of 
water treatment 

2011/09/09 

TUM02 

137,467.28 

Received 

16 

The Agent 

Field-Repairing 

Truck 

2011/07/15 

1280/11 

50,799.44 

Received 

17 

Replacement of 
lyres 

2011/07/25 

THO 9 

44,046.48 

Received 

18 

Re-construction 
of culvant 
bridget 

2011/09/05 

SH-04/01 

431,138.47 

Received 

19 

Repairing of a 
grader 

2011/09/13 

BM220406 

69,247.03 

Received 

20 

Fixing of grader 

2011/10/06 

8380 

58,450.23 

Received 

21 

Hiring of TLB 

2011/10/31 

UMK-1 

69,473.68 

Received 

22 

Refurbishment 

Thulamahashe 

2011/11/01 

03/B 

66,763.22 

Received 

23 

Westvaal- 

Repairing 

2011/11/10 

118315 

27,436.10 

Received 

24 

Repairing of 
Grader 

2012/03/12 

GRV0258 

107,052.49 

Not received 

25 

Repairing of 
Caser TLB( 
MKHUHLU) 

2012/03/14 

GRV0257 

103,765.53 

Received 

26 

Repairing of 
Mitsubishi 

Grader 

2012/03/19 

GRV0256 

120,462.79 

Received 
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27 

Purchase of 
bainkets 

2011/07/21 

PEPOl 

32,630.22 

Received 

28 

Regravelling of 
Rain Damaged 
Street 

2012/04/19 

GRV0323 

387,820 

Received 

29 

Grocery for 
eldely people 

2011/07/26 

SILOl 

74,072.95 

Received 

30 

Supply of 

borehole 

materials 

2011/11/11 

N391147 

221,823.50 

Received 


3. List of indigent debtors (2011/2012) received 


32. EX.69 - Expenditure_ Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 


1. Journals could not be tested because the register of all the journals passed during 
(2011/2012) were not submitted for audit purposes 

2. Payments vouchers for Bushbuckridge water board for February 2012, July 2011, August 
2011 and October 2011 


Therefore we could not satisfy ourselves to the validity, accuracy and completeness of journals 
processed on the financial records 


Root cause 

Management did no ensure that there is full and proper record keeping 

Impact on annual financial statements 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 


Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 
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Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 

Information submitted. 


Auditor’s conclusion 

We have received 26 Payments vouchers, 4 payments vouchers were still outstanding therefore 
the exception still stands 


33. EX.78 - Expenditure_ Limitation of scope 


Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

An amount of R150, 022, 75 for electricity expenses could not be audited because the payments 
vouchers were not submitted for audit purposes; it was not possible to obtain appropriate sufficient 
audit evidence without the payments vouchers 

Therefore we could not satisfy ourselves as to the accuracy, occurrence and classification 
of electricity expenses 


No 

Date 

Reference 

Description 

/Amount 

1 

2011/07/26 

720381537875 

Electricity Municipal 
Office 

24,211.38 

2 

2011/09/09 

9RMILWYB01 

ELECTRICITY 

4,189.32 

3 

2011/09/09 

B8NILWYB09 

ELECTRICITY 

7,963.32 

4 

2011/09/16 

599221160683 

Electricity Municipal 
Buildings 

26,544.91 

5 

2011/12/13 

9772935279 

Municipal buildings 

65,618.32 

6 

2012/01/16 

47SST21B08 

ELECTRICITY 
MUNICIPAL BUILDING 

5,444.98 

7 

2012/01/16 

47SST21B10 

ELECTRICITY 
MUNICIPAL BUILDING 

11,954.43 

8 

2012/01/16 

47SST21B07 

ELECTRICITY 
MUNICIPAL BUILDING 

4,096.09 


Total 


150,022.75 


Cause 

Management did not ensure that there is full and proper record keeping 
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Impact 

Amount paid to electricity expenditure could not be tested for occurrence, accuracy and 
classification 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

Information submitted. 


Auditor’s conclusion 


No 

Date 

Reference 

Description 

/Amount 

Comment 

1 

2011/07/26 

720381537875 

Electricity Municipal Office 

24,211.38 

Not 

received 

2 

2011/07/30 

ESK03 

Office lights 

41,651.20 

Received 

3 

2011/08/17 

616565025218 

Electricity Municipal Buildings 

32,970.79 

Received 

4 

2011/09/09 

9RMILWYB01 

ELECTRICITY 

4,189.32 

Not 

received 

5 

2011/09/09 

B8NILWYB09 

ELECTRICITY 

7,963.32 

Not 

received 

6 

2011/09/09 

B8NILWYB15 

ELECTRICITY 

16,002.84 

Received 

7 

2011/09/09 

B8NILWYB13 

ELECTRICITY 

10,962.46 

Received 

8 

2011/09/09 

SDMILWYB05 

ELECTRICITY MUN BUILDING 

8,298.95 

Received 

9 

2011/09/09 

9RMILWYB05 

ELECTRICITY 

5,482.84 

Received 

10 

2011/09/09 

6737336924 

ELECTRICITY 

4,265.59 

Received 

11 

2011/09/09 

SDMILWYBll 

ELECTRICITY MUN BUILDING 

1,849.72 

Received 

12 

2011/09/13 

678129540845 

Electricity for Meriam Mogakane 

11,742.11 

Received 

13 

2011/09/16 

599221160683 

Electricity Municipal Buildings 

26,544.91 

Not 

received 

14 

2011/10/18 

519911201824 

Payment for electricity 

15,364.04 

Received 

15 

2011/10/31 

667191789251 

Electricity Municipal Buildings 

31,424.07 

Received 

16 

2011/11/11 

678129597218 

Electricity Municipal Buildings 

92,147.54 

Received 

17 

2011/12/13 

9772935279 

Municipal buildings 

65,618.32 

Not 

received 

18 

2012/01/16 

47SST21B08 

ELECTRICITY MUNICIPAL BUILDING 

5,444.98 

Not 

received 

19 

2012/01/16 

47SST21B10 

ELECTRICITY MUNICIPAL BUILDING 

11,954.43 

Not 

received 

20 

2012/01/16 

47SST21B09 

ELECTRICITY MUNICIPAL BUILDING 

7,004.39 

Received 

21 

2012/01/16 

47SST21B03 

ELECTRICITY MUNICIPAL BUILDING 

8,550.31 

Received 
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22 

2012/01/16 

47SST21B02 

ELECTRICITY MUNICIPAL BUILDING 

5,782.47 

Received 

23 

2012/01/16 

47SST21B05 

ELECTRICITY MUNICIPAL BUILDING 

3,887.40 

Received 

24 

2012/01/16 

47SST21B01 

ELECTRICITY MUNICIPAL BUILDING 

17,894.62 

Received 

25 

2012/03/01 

977293586811 

Bushbuckridge Main office 

18,005.06 

Received 

26 

2012/05/04 

31222 

ELECTRICITY FOR ACORNHOEK 
REGION 

2,000 

Received 

27 

2012/05/09 

6737336924 

Invoice Eskom (Municipal Office) 

8,818.44 

Received 

28 

2012/06/12 

31349 

ELECTRICITY FOR MAVILJAN 

REGION 

1,754.39 

Received 

29 

2012/06/29 

8130393133 

Invoice Eskom (Municipal Office) 
MKHUHLU 

6,992.41 

Received 

30 

2012/01/16 

47SST21B07 

ELECTRICITY MUNICIPAL BUILDING 

4,096.09 

Not 

received 


Payable 

34. EX.131 - Retention Overstatement-Resolved 


Audit finding 

MFMA section 123, 124, and 125 requires every municipality and every municipal entity Must for 
each financial year prepare annual financial statements which: 

1. fairly presents the state of affairs of the municipality or entity, its performance against its 
budget, its management of revenue, expenditure, assets and liabilities, its business 
activities, its financial results, and its financial position as at the end of the financial year; 
And 

2. Disclose the information required in terms of sections 123, 124 and 125 


Nature 


An amount of R49, 902,669 for retention was incorrectly disclosed in the AFS as retention, which 
the balance includes the other years and current year which have been added together and 
presented as retention in the financial Statement .Note 

Cause 

Lack of sufficient review by Management prior annual financial statement is submitted for audit. 


Impact 

Retention amount have been overstated 


Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 
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Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 
No response. 

Auditor’s conclusion 

The amount have been correctly disclosed in the AFS as the retention is still not been paid to the 
suppliers at year end 30 June 2012 


35. EX.144 - Procurement Contract not registered on the CIDB Website 


Audit finding 

In terms of the Construction Industry Development Regulations of 2004 section 18 

(1) An employer must, within 21 working days from the date on which a contractor's offer of 
acceptance to perform a construction work contract is accepted in writing by the employer, apply 
on the approved form to the CIDB for the registration of every project, consisting of a single 
construction works contract, of which contract value exceeds a value determined by the Minister by 
notice in the Gazette 

The projects of the below listed suppliers are not listed on the Construction Industry development 
Regulation website: 


No 

Name of Supplier 

Region 

Amount 

1 

Crystal Sparkle Trading 

MIG MP/0687/W/07/11 (B2) 

R 8,131,726.94 

2 

Catherine Construction 

BLM016/038/06158/2011/12/H 

R 729,356.04 

3 

Readira 

MP0687A/V07/11 (B3) 

R 14,117,155.13 

4 

Lwesine Trading 

W/M P/4145/07/09 (3) 

R 5,931,482 

5 

Dumezulu General Dealer 

S’ Construction 

BLM/R07/200/4677/2009/10 

R 6,673,374.18 

6 

Bell Equipment 

EQ/BLM/T&G/2011/12 

R 2,251,500 

7 

Wisenelly Dallas JV 

MIG/MP0687A/V/07/ll(B22) 

R 2,230,225.26 

8 

Casnas Civils 

BLM/B03/200/425/2009/10 

R 4,925,755.80 

9 

Loge and Wisenelly JV 

MIG/M P0687/W/07/ll(B22) 

R 20,515,555.36 

10 

BMK Electronics 

W/MP/4145/07/09(3) 

R 22,938,939 

11 

Yellow Training 27 JV 
Lezmin 

BLM/WR09/202/4664/2009/10 

R 1,816,669.80 

12 

o 

>^ 

> 

BLM/WRlO/202/4665/2009/10 

R 1,200,264.04 
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13 

Indwa Trading 30 JV 
Imagagane 

BLM/R0258/MAA/2010/11 

R 775,000 

14 

Bonatea Investment CC 

BLM/W/R005/2010/11A 

R 538,806.18 

15 

Sandile Isabello Business 
Enteprise 

BLM/VIPTOILETS/2011/12 

R 731,352 










Total 

R 93,507,161.73 


Cause 

Management does not monitor the compliance with relevant laws and regulation 

Impact 

Understatement of irregular expenditure by R93 507 161, 73 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 


Recommendation 

Management should create a checklist of all the relevant laws and regulations prior to appointment 
of a contractor, during and after appointment. This can be used as a tool to track compliance with 
relevant laws and regulation. 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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36. EX.150 - Unspent grants not backed up by cash reserve 


Audit finding 

According to the Division of Revenue Act: The National Treasury may at the request of a 
transferring national officer, provincial treasury or municipality approve — 

(a) A roll-over from a conditional allocation to the next financial year; and 

(b) Spending of a portion of a conditional allocation on activities related to the purpose of that 
allocation where the province or municipality projects significant unforeseeable and unavoidable 
over-spending on its budget. 

Therefore Unspent funds received for conditional grants should remain in the municipality primary 
or investment account. 

Nature 

1. Unspent conditional grants were not backed by sufficient cash balance at year end. 

2. Unspent conditional grants as at 30 June 2012 valued at R216,219,538.98 and the cash on 
hand as at 30 June 2012 was R3, 931, 242. 92, thus resulting in a shortfall of 
R212,288,296.03 of irregular expenditure 


Cause 

Management did not use the grants allocated for different projects to those projects. 


Impact 

Failure to comply with conditions may result in the municipality being penalised. 
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The above could result in irregular expenditure. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 

Recommendation 

We recommend that management must only used the money received for only the 
allocated projects, and not for paying their own expenses as it was not allocated for that. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


37. EX.206 - Trade Creditors Limitation of Scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


An amount of R240 243 906 could not be audited because management did not submit the 
schedule of trade creditors. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without the schedule of trade creditors. Therefore we couldn’t 
satisfy ourselves as to the existence, validity and obligation of suppliers paid at current year. 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to Suppliers could not be tested for validity, existence and obligation 

Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


38. EX.207 - Trade Creditors Overstatement of Trade Creditors 


Audit finding 

Municipal Finance Management Act section 123, 124, and 125 requires every municipality and 
every municipal entity Must for each financial year prepare annual financial statements which: 

1. Fairly presents the state of affairs of the municipality or entity, its performance against its 
budget, its management of revenue, expenditure, assets and liabilities, its business 
activities, its financial results, and its financial position as at the end of the financial year; 
And 

2. Disclose the information required in terms of sections 123, 124 and 125 


Nature 


An amount of R18 952 676 for trade creditors was overstated in the AFS as there were duplicate 
invoice which were submitted by Bushbuckridge water board and have been included in the 
accrual listing. 
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Inv # 

Amount 



INV 0013. 

9,444,047 

INV 003 

9,508,629 

Total 

18,952,676 


Cause 

There is a lack of sufficient review by Management prior annual financial statement is submitted for 
audit. 

Impact 

Trade creditors may be overstated at year end 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


39. EX.24 - Provision_ No provision for landfill site and environmental report was not 
compiled 


Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 


Nature 


Provision for rehabilitation of landfill site was not disclosed in the annual financial statement. 
Consequently, environmental report was not compiled to provide for the future possible liability to 
maintain and restore the landfill site as require by laws and regulation. 


Root cause 
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Management did not make provision for landfill site as required by the Act 

Impact on annual financial 

Liabilities might have been understated due to provision not made on landfill site 

Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

We recommend that management should make provision for landfill site as required by the Act and 
compile an environmental report to support the provision 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


40. EX.64 - Limitation of Scope_ Retentions 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount of R49, 902,669 for retention disclosed as other payables in note 10 of the annual 
financial statements could not be audited because management did not submit the following 
Tender Documents. It was not possible to perform alternative procedures to obtain sufficient 
appropriate audit evidence without tender documents 
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Therefore, we couldn’t satisfy ourselves as to the validity, accuracy and completeness of retention 
amount 


No. 

Description 

Tender no 

Appointment 

date 

Contract 

value(R) 

1 

Rehabilitation of Road from Bridgeway 
to Tintswalo 

EQ/BLMR002/11/12 

15/07/2011 

4,000,000 

2 

Paving of Road from Brantam to 
Graveyard 

EQ/BLM043/11/12 

15/07/2011 

5,000,000 

3 

Tarring of Bafelshook to Tsuvulani via 
Chochocho 

EQ/BLMR007/11/12 

15/07/2011 

5,000,000 

4 

Re-Construction of Culvert Bridge at 
Shatale Zone 1 

BLM/016/038/0615/SH-04 

15/07/2011 

1 197 706.23 

5 

Provision of Cellphones Contract 

N/A 

15/07/2011 

2,100,000 

6 

Upgrading of Xanthia Pump Station 
and Rising Main 

EQ/BLMW091/11/12 

15/07/2011 

3,500,000 

7 

Extension of Sewerage Reticulation at 
Dwarsloop 

EQ/BLMS004/11/12 

10/08/2011 

2,000,000 

8 

Servicing of Site at Malubane (Water & 
Sanitation) 

EQ/BLMLU030/11/12 

10/08/2011 

15,000,000 

9 

Water Reticulation and Yard Meter 
Connection at Mkhuhiu/ Calcutta A, B 
&C 

EQ/BLM/205/11/12 

10/08/2011 

2,000,000 

10 

Construction of Bridge Thulamahashe 
to Khumani 

EQ/BLMR095/11/12 

10/08/2011 

6,000,000 

11 

Upgrading of Dwarsloop WWTW 

EQ/BLMS007/11/12 

10/08/2011 

6,000,000 

12 

Dark City Water Reticulation 

EQ/BLMW250/11/12 

10/08/2011 

3,000,000 

13 

Fencing and Construction of DLTC in 
Acornhoek 

EQ/BLMT002/11/12 

10/08/2011 

4 000 000 

14 

Upgrading of Thulamahashe WWTW 

EQ/BLMS007/11/12 

10/08/2011 

6 000 000 

15 

MP Stream Water Reticulation 

EQ/BLMW258/11/12 

10/08/2011 

3 000 000 

16 

Upgrading of Mapulaneng VTS 

EQ/BLMT006/11/12 

10/08/2011 

1 200 000 

17 

Upgrading of Mphenyatsatsi Rising 

Main and Booster Pump Station 

EQ/BLMW200/11/12 

10/08/2011 

4 700 000 

18 

Tarring of Road from Violetbang to 
Madjembeni via Thibadibayo 

EQ/BLMR083/11/12 

10/08/2011 

7 000 000 

19 

Zola Songeni Water Reticulation 

EQ/BLMW273/11/12 

10/08/2011 

6 000 000 

20 

Tarring of Road T-Junction to 
Mountainview 

EQ/BLMRlOO/11/12 

10/08/2011 

3 000 000 

21 

Water Reticulation at Marite (Calton) 

EQ/BLMW196/11/12 

10/08/2011 

3 500 000 

22 

Water Reticulation at Somerset PHP 

EQ/BLMW163/11/12 

10/08/2011 

2 000 000 

23 

Kumani Water Reticulation 

EQ/BLMW261/11/12 

10/08/2011 

3 000 000 

24 

Tarring of Road from Thusanang to 
Marongwane Phase 3 

EQ/BLMR048/11/12 

10/08/2011 

4 000 000 

25 

Paving of Internal Streets at Mkhuhiu 
Phase 3 

EQ/BLMR091/11/12 

10/08/2011 

6 000 000 

26 

Electrification of 150 Houses at 
Oakley/Soweto: Mkhuhiu Region 

EQ/BLMDEOll/11/12 

26/08/2011 

1 395 000 

27 

Upgrading of Marite Regional Office: 
Palisade Fence, Paving and Guard 

EQ/255/200/4753 

26/08/2011 

355 927.95 

28 

Completion of Mkhuhiu to 

Mashonamini Road Phase 2 

EQ/BLMR07/20/4677/2009/10 

26/08/2011 

6 673 374.18 

29 

Electrification of 238 Houses at 
Ireagh/Kamasuku (Khomanani) 

EQ/BLMDE002/11/12 

26/08/2011 

2 213 400 

30 

Electrification of 168 Houses at Zola 
Extension 

EQ/BLMDE003/11/12 

26/08/2011 

1 562 400 
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31 

Goromani Water Reticulation Phase 1 

EQ/WRlO/202/4665/2009/10 

26/08/2011 

1 200 264.04 

32 

Skrepeng/Mandiyane Water 

Reticulation 

EQ/WR09/202/4664/2009/10 

26/08/2011 

1 816 669.80 

33 

Tarring of Internal Street at Dwarsloop 
Phase 2 

BLM/R025/M/W/2010/11 

26/08/2011 

775 000 

34 

Upgrading of Sewer Line at College 
View, Maviljan: Removal and 

Relocation of Sewer Line 

EQ018/038/0632 

26/08/2011 

236 227.95 

35 

Supply and Delivery of Office Furniture 


05/09/2011 

409 124.60 

36 

Supply and Delivery of Plumbing 


05/09/2011 

363 787.41 

37 

Agincourt Water Reticulation Phase 1 

BLM/W/R005/2010/11-A 

05/09/2011 

538 806.18 

38 

Allandale B Water Reticulation 

EQ/BLMW248/11/12 

05/10/2011 

6 000 000 

39 

Dingledale B Water Reticulation 

EQ/BLMW251/11/12 

05/10/2011 

6 000 000 

40 

Rehabilitation and Extension of 
Greenvalley to Salique Road 

EQ/BLMR106/11/12 

05/10/2011 

5 000 000 

41 

Repair and Patching of Potholes at 
Dwarsloop Phase 2 

BLM016/038/0615/2011/12/DW- 

03 

05/10/2011 

530 175.24 

42 

Installation of Gabions at Ronaldsey 

BLM016/038/0615/2011/12/MK- 

04 

05/10/2011 

467 567.35 

43 

Construction of Parking at BLM Head 
Office 

BLM016/038/0615/2011/12/HO- 

0 

05/10/2011 

729 356.04 

44 

Supply and Delivery of 6M3 Tipper 

Truck and 140G 6 Cylinder Grader 


05/10/2011 

2 251 500 

45 

Storm Water Drainage from Shatale to 
Thabagolo 

EQ/BLMR106/11/12 

05/10/2011 

2 000 000 

46 

Tarring of Internal Street at Maviljan 

EQ/BLMR061/11/12 

05/10/2011 

2 500 000 

47 

Water Reticulation at Thulani 
(Mkhuhiu) 

EQ/BLMW197/11/12 

05/10/2011 

3 000 000 

48 

Construction of Reservoir at Maviljan 
Springs 

EQ/BLMW197/11/12 

05/10/2011 

4 000 000 

49 

Inyaka Bulk Water Project WSDP 63 
Pipeline 

M IG M P/0687/W/07/11/B2 

30/11/2011 

5 931 482 

50 

Inyaka Bulk Water Project WSDP 39 
and 39B Pipeline 

M 1 G M P/0687/W/07/11/B2 

30/11/2011 

8 131 726.94 

51 

Construction of VIP Toilets 

BLM/VIPTOI LETS/2011/2012 

30/11/2011 

731 962.10 

52 

Construction of VIP Toilets 

BLM/VIPTOILETS/2011/2012 

30/11/2011 

731 352 

53 

Construction of Hluvukani Regional 
Offices 

Q/OOF/220/254/4137 

30/11/2011 

2 230 225.26 

54 

Agincourt and Ireagh Bulk Water 

Supply B22 


30/11/2011 

20 515 555.36 

55 

Arthurstone (Tsamisekani) Water 
Reticulation 

EQ/BLMRW120/11/12 

30/11/2011 

3 000 000 

56 

Construction of Casteel to Ben 

Matloshe Culvert/Bridge 

BLM/B03/200/4215/2009/10 

30/11/2011 

4 925 755.80 

57 

Construction of VIP Toilets 

BLM/VI PTOI LETS/2011/2012 

30/11/2011 

712 454.40 

58 

Water Reticulation in Happydam 

EQ/BLMW021/11/12 

30/11/2011 

4 000 000 

58 

Supply and Installation of Mechanical 
and Electrical Equipment to 
CompleteModule 4 & 5 


30/11/2011 

22 938 939.94 

59 

Repair and Patching of Potholes at 
Thulamahashe Section A 


30/11/2011 

497 039 

60 

Construction of Bridge from 

Rooiboklagte A to B 

EQ/BLMROll/11/12 

30/11/2011 

4 000 000 

61 

Supply and Delivery of 140G 6 

Cylinder Grader 


30/11/2011 

1 972 200 

62 

Construction of VIP Toilets 

BLM/VI PTOI LETS/2011/2012 

29/02/2012 

731 962.10 

63 

Acornhoek Bulk Water Project 

MP0687/W/07/11 (B3) 


14 117 055.13 
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Protective Service for the Executive 




64 

Mayor 

IRF12411:010/044/03 

07/05/2012 

1 934 622.72 


Root cause 

Management did not ensure that there is full and proper record keeping 

Impact on annual financial statements 

Amount paid to suppliers could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


41. EX.68 - Other Creditors_ Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

Nature 

An amount of R95 325 663.22 for other creditors could not be audited because management did 
not submit the following Payment Vouchers. It was not possible to perform alternative procedures 
to obtain sufficient appropriate audit evidence without Payment Vouchers. Therefore we could 
not satisfy ourselves as to the validity, accuracy and completeness of revenue collected from 
property 
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DATE 

SUPPLIER NAME 

AMOUNT 

2012/07/30 

FNB OB 000081071 LETSHELE DISTRIBUTOR 

-154,277 

2012107130 

FNB OB 000081070 KE MHLANGA TRANSPORT 

-124,600 

2012/07/30 

FNB OB 000081069 CORE STRUCK 

-433,200 

2012/07/30 

FNB OB 000081068 MATANGA CONSTRUCTION 

114,190.33 

2012/07/30 

FNB OB 000081067 TUMBER FOURIE 

255,745.61 

2012/07/30 

FNB OB 000081066 MARENTIA & ASSOCIATE 

203,264.29 

2012/07/30 

FNB OB 000081065 SENNY TRADING 

-239,400 

2012/07/30 

FNB OB 000081064 PGN CIVILS PTY LTD 

1,172,734.26 

2012/07/30 

FNB OB 000081063 SHAYEZA TRADING 

229,232.51 

2012/07/30 

FNB OB 000081062 KHULANI TIMBER INDUS 

109,168.50 

2012/07/30 

FNB OB 000081061 SIPHIWE ENGINEERING 

430,908.21 

2012/07/30 

FNB OB 000081060 TUMBER FOURIE 

66,438.01 

2012/07/30 

FNB OB 000081059 MPFUMELELO BUSINESS 

928,048.30 

2012/07/30 

FNB OB 000081058 ULTIMATE DYNAMICS 

1,844,184.56 

2012/07/30 

FNB OB 000081057 SIBIYI PROPERTY 

1,578,111.21 

2012/07/30 

FNB OB 000081056 SIAVHUMA/LABATI CONS 

48,282.71 

2012/07/30 

FNB OB 000081055 ARCUS GIBB 

416,582.54 

2012/07/30 

FNB OB 000081054 WORLEY PARSONS RSA 

85,532.97 

2012/07/30 

FNB OB 000081053 ARCUS GIBB 

115,948.60 

2012/07/30 

FNB OB 000081052 CV CHABANE AND ASSO 

159,228.09 

2012/07/30 

FNB OB 000081051 CV CHABANE AND ASSOC 

163,902.09 

2012/07/30 

FNB OB 000081050 MAHLO KE DIALA BUSIN 

220,726.80 

2012/07/30 

FNB OB 000081049 VOL CONSULTING 

87,525.38 

2012/07/30 

FNB OB 000081048 BMK ELECTRONICS 

2,380,791.96 

2012/07/30 

FNB OB 000081047 IZICWE CONSULTING 

48,817.08 

2012/07/30 

FNB OB 000081046 ERMELO INN 

-1,795 

2012/07/30 

FNB OB 000081045 SITIMELE AIR CO 

194,164.30 

2012/07/30 

FNB OB 000081044 LUNGHISA TRADING 

-85,800 

2012/07/30 

FNB OB 000081043 LEXIS NEXIS 

23,729.66 

2012/07/30 

FNB OB 000081042 STAY EASY EMALAHLENI 

3,462.36 

2012/07/30 

FNB OB 000081041 MONARCH TRAINING 

19,368.60 

2012/08/17 

FNB OB 000081607 ZAKHENIIKAGENG BOOK 

-199 954.40 

2012/08/17 

FNB OB 000081606 TOMASI TRADING ENTER 

-19 322.85 

2012/08/17 

FNB OB 000081605 BONGIMPULELO CONSTRU 

-3 940 

2012/08/17 

FNB OB 000081604 THASHER TRADING ENTE 

-2 800 
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2012108117 

FNB OB 000081603 MAGAGULE SHADRECK 

-2 000 

2012/08/17 

FNB OB 000081602 MASHABANA XJ 

-3 500 

2012/08/17 

FNB OB 000081601 BAYEKANENG RADING 

-4 000 

2012/08/17 

FNB OB 000081600 BUTINEDDIE TRADING 

-3 900 

2012/08/17 

FNB OB 000081599 CHURCH OF THE NAZARE 

-2 000 

2012/08/17 

FNB OB 000081598 SILWA CATERING AND 

-3 600 

2012/08/17 

FNB OB 000081597 REATSWELELA TRAVEL & 

-13 472.40 

2012/08/17 

FNB OB 000081596 MABUNDA MORRIES PETE 

-2 000 

2012/08/17 

FNB OB 000081595 NWANCHANGULA TRDING 

-3 400 

2012/08/17 

FNB OB 000081594 GOBILO TRADING 

-187 500 

2012/08/17 

FNB OB 000081593 LANGA MEDIA CC 

-20 456.10 

2012/08/17 

FNB OB 000081592 OKUHLEKODWA TRADING 

-1 939.80 

2012/08/17 

FNB OB 000081591 NTONDOYAMI TRADING 

-1 800 

2012/08/17 

FNB OB 000081590 YINJWASI TRADING ENT 

-14 325 

2012/08/10 

FNB OB 000081557 CV CHABANE AND ASSOC 

-100 069.20 

2012/08/10 

FNB OB 000081556 SKY HIGH CONSULTING 

-56 794.80 

2012/08/10 

FNB OB 000081555 HWALI BUSINESS ENTER 

-4 299 355.40 

2012/08/10 

FNB OB 000081554 SATEKO TRANSPORT 

-159 000 

2012/08/10 

FNB OB 000081553 XIRIMELA TRADING 

-68 500 

2012/08/10 

FNB OB 000081552 LA MASH TRADING ENTE 

-139 490 

2012/08/10 

FNB OB 000081551 241 TRADING BUSINESS 

-191 879.10 

2012/08/10 

FNB OB 000081550 MONDAY TO MANDAY CON 

-56 350.20 

2012/08/10 

FNB OB 000081549 PROTEA HOTEL PARKTO 

-12 048 

2012/08/10 

FNB OB 000081548 PROTEA HOTEL PARKTON 

-5 309.20 

2012/08/10 

FNB OB 000081547 MAPIRIMANI TRADING 

-171 876 

2012/08/10 

FNB OB 000081546 FININIZA TRADING 

-153 416.66 

2012/09/10 

FNB OB 000083592 KHETO INVESTMENT 

-108 000 

2012/09/10 

FNB OB 000083591 NYATHI CONSTRUCTION 

-179 800 

2012/09/10 

FNB OB 000083590 VALUERS AFRICA 

-432 000 

2012/09/10 

FNB OB 000083589 LUNGHISA TRADING 156 

-130 200 

2012/09/10 

FNB OB 000083588 KOMATSU 

-22 664.29 

2012/09/10 

FNB OB 000083587 SOUTH AFRICAN ABET 

-116 150 

2012/09/10 

FNB OB 000083586 DUMEZULU GENERAL 

-814 483.05 

2012/09/07 

FNB OB 000083585 PHENYANE SEDIBE CONS 

-1 744 669.03 

2012/09/07 

FNB OB 000083584 MOVING FORWARD 

-5 973 

2012/09/07 

FNB OB 000083583 SPACIAL DYNAMICS 

-306 315.79 

2012/09/07 

FNB OB 000083582 PROTEA HOTEL PARKT 

-14 637.60 

2012/09/07 

FNB OB 000083581 EXECUTIVE HOTELS 

-7 890 

2012/09/07 

FNB OB 000083580 SALGA 

-6 000 

2012/09/07 

FNB OB 000083579 GARDEN COURT 

-35 716.70 

2012/09/07 

FNB OB 000083578 LOWTECH SUPPLIERS 

-150 324 

2012/09/07 

FNB OB 000083577 SHANIZ TRADING CC 

-64 296 

2012/09/07 

FNB OB 000083576 LITHONEO TRADING 

-196 697.03 

2012/09/07 

FNB OB 000083575 ATOB TRADING AND PRO 

-227 850 

2012/09/07 

FNB OB 000083574 AFGRI EQUIPMENT(PTY 

-23 993.76 
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2012/09/07 

FNB OB 000083573 MAHELANI TRADING 

-1 200 

2012/09/07 

FNB OB 000083572 VANYANYILE TRADING 

-1 800 

2012/09/06 

FNB OB 000083569 SEYENZA CONSULTANTS 

-274 265.42 

2012/09/06 

FNB OB 000083568 ALL ROUND MATERIAL 

-20 207.51 

2012/09/06 

FNB OB 000083567 VEGA HOLIDINGS 

-2 341 560 

2012/09/06 

FNB OB 000083566 POLOKWANE SURFACING 

-1 168 177.30 

2012/09/06 

FNB OB 000083565 INCLEDON 

-5 514 762.29 

2012/09/03 

FNB OB 000083302 REA DIRA PROJECTS 

-1 297 819.21 

2012/09/03 

FNB OB 000083301 BOTSHABELO CONSULTIN 

-96 289.28 

2012/09/03 

FNB OB 000083300 SINGOMPETHE TRADING 

-12 393.24 

2012/09/03 

FNB OB 000083299 MOVING FORWARD 

-21 520.81 

2012/09/03 

FNB OB 000083298 GREAT SHIFT TRADING 

-262 851.82 

2012/09/03 

FNB OB 000083297 DANE PROJECTS 

-130 135.97 


Root cause 

Management did not ensure that there is full and proper record keeping 

Impact on annual financial statements 

Amount disclosed in other payables could not be tested for accuracy and completeness 

Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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42. EX.83 - Retention Creditors Incorrect disclosure of Retention in the AFS 


Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer must take 
all reasonable steps to that the resources of the municipality are used effectively, efficiently and 
economically and that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribed norms and standards. 

Nature 

We compared the amount disclosed on the trial balance with the retention schedule and noted that 
accounts payables have been overstated by RIO, 033, 868 


Amount as per Trial Balance Amount as per Report 


Difference 
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49,902,669 


39,868,800.47 10,033,868.53 


Cause 

There is a lack of sufficient review by Management prior annual financial statements are submitted 
for audit. 

Impact 

Retention amount may be overstated by R.IO, 033,868.53 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports that are 
supported and evidenced by reliable information 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


43. EX.85 - Other Creditors Journals Limitation of Scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 



133 




Management report of Bushbuckridge Local Municipality 


Amount of R8 487 813.73 for sundry creditors could not be audited because management did not 
submit the following supporting journals. It was not possible to perform alternative procedures to 
obtain sufficient appropriate audit evidence without the Documents. Therefore we could not satisfy 
ourselves as to the completeness of the journals. 


NO: 

Date 

Account 

Code 

Description 

Audit 

Trail Number 

Amount 

1 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

10904 

3,888 

2 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

10904 

4,644 

3 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

10904 

4,320 

4 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

10904 

5,796 

5 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

109041 

2,304 

6 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

109041 

6,804 

7 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

109041 

9,972 

8 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

109041 

13,608 

9 

2011/07/28 

DEP0003 

JD 

RTMC FOR 
2011 

109041 

7,596 

10 

2011/08/02 

TH 10003 

JD 

Journal Debit 

96805 

935.66 

11 

2011/08/06 

PHEOOOl 

JD 

Sewerage 

Plant 

11191 

4,802,935.82 

12 

2011/08/29 

MIDOOOl 

JD 

Extention of 
street and 
storm water 

124201 

865,877.66 

13 

2011/09/04 

UNI0004 

JD 

Journal Debit 

42201 

17,030 

14 

2011/11/28 

MTHOOlO 

JD 

Journal Debit 

706701 

63.95 

15 

2011/12/27 

REAOOOl 

JD 

REPAIRING 

OF RAIN 

DAMAGED 

STREET 

125503 

250 

16 

2012/01/18 

MMDOOOl 

JD 

Paving Road 
Brantam to 
Graveyard 

813201 

20,127.38 

17 

2012/01/20 

DEPOOOl 

JD 

RTMC Fees 

125601 

9,612 

18 

2012/01/29 

ZIT0005 

JD 

D-link 2100 AP 
Wireless Point 
(Duplicate 

113405 

1,578 

19 

2012/02/22 

FREOOOl 

JD 

Journal Debit 

44001 

1,800 

20 

2012/02/22 

FREOOOl 

JD 

Journal Debit 

43901 

10,000 

21 

2012/02/27 

NDLOOll 

JD 

Journal Debit 

840901 

10,846.50 

22 

2012/02/28 

NDL0008 

JD 

Petrol & 
Follgate 

113401 

1,500 

23 

2012/03/01 

SIL0006 

JD 

Journal Debit 

106811 

462.58 
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24 

2012/03/22 

COR0002 

JD 

BEING 

CORRECTION 
ON INVOICE 
009/2011 

110501 

407,200 

25 

2012/03/22 

PH00002 

JD 

correction 

111201 

4,492.24 

26 

2012/04/02 

TELOOOl 

JD 

Journal Debit 

123301 

7,655.52 

27 

2012/04/03 

TELOOOl 

JD 

Journal Debit 

689701 

1,676.20 

28 

2012/04/04 

LUN0004 

JD 

Water Tanker 
at Acornhoek 

10586 

224,561.40 

29 

2012/04/10 

EVNOOOl 

JD 

Marite Bulk 
main Phase 

2B 

817405 

55,901.82 

30 

2012/04/19 

SIL0002 

JD 

Journal Debit 

10285 

4,644.12 

31 

2012/04/26 

MKA0005 

JD 

Journal Debit 

602401 

2,800 

32 

2012/04/26 

NZI0003 

JD 

Journal Debit 

602402 

2,800 

33 

2012/04/28 

MCUOOOl 

JD 

Journal Debit 

593201 

47,566.50 

34 

2012/05/06 

SHA0002 

JD 

Cert no 4 
Shayeza 
Goromani 
Water reticul 

972501 

229,232.51 

35 

2012/06/14 

CAM 0001 

JD 

Journal Debit 

937001 

268,424.11 

36 

2012/06/22 

SIB0004 

JD 

Con Bulk line 
Ludlow to 
Hluvukani 

10675 

839,073.54 

37 

2012/06/30 

9000/9020 

JNL 

Vat for 

Sewerage 

olant 

10788 

589,834.22 


8,487,813.73 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Journals processed could not be tested for completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 


Management response 
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No responses received. 

Auditor’s conclusion 

No responses provided by management. 


44. EX.86 - Supporting documents for journals processed on trade creditors_ Limitation of 
Scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 


Nature 
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Supporting documents for journals processed valued at R69, 025,608.71 for trade creditors could 
not be audited because management did not submit the following supporting documents. It was not 
possible to perform alternative procedures to obtain sufficient appropriate audit evidence without 
the documents. Therefore we could not satisfy ourselves as to the completeness of the journals. 


NO: 

Date 

Code 

Description 

Account 

Description 

Audit 

Trail Number 

Amount 

1 

2011/07/21 

JD 

Bulk Water 
Purchase 

BUSHBUCKRIDGE 
WATER BOARD 

10139 

2,500,000 

2 

2011/07/21 

JD 

Bulk Water 
Purchase 

BUSHBUCKRIDGE 
WATER BOARD 

10139 

2,500,000 

3 

2011/07/01 

JD 

Outstanding 
monthly payment 

BUSHBUCKRIDGE 
WATER BOARD 

10140 

1,901,255.75 

4 

2011/08/31 

JD 

Bulk Water 
Purchases 

BUSHBUCKRIDGE 
WATER BOARD 

10134 

9,444,047.17 

5 

2011/09/26 

JD 

Bulk Water 
Purchases 

BUSHBUCKRIDGE 
WATER BOARD 

10135 

9,508,628.96 

6 

2011/08/24 

JD 

Bulk Water 

BUSHBUCKRIDGE 
WATER BOARD 

10138 

5,600,000 

7 

2011/10/18 

JD 

Bush Water 
Board-Bulk Water 

BUSHBUCKRIDGE 
WATER BOARD 

10140 

5,000,000 

8 

2011/09/26 

JD 

InvolceBushWater 

BUSHBUCKRIDGE 
WATER BOARD 

10157 

9,508,628.98 

9 

2011/11/29 

JD 

bulk water 
purchase 

BUSHBUCKRIDGE 
WATER BOARD 

10140 

6,031,792.10 

10 

2012/01/24 

JD 

SLA with 
municipality for 
water 

BUSHBUCKRIDGE 
WATER BOARD 

10155 

6,031,255.75 

11 

2012/04/24 

JD 

Bulk Water 

Supply 

BUSHBUCKRIDGE 
WATER BOARD 

10155 

11,000,000 


69,025,608.71 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Journals processed could not be tested for completeness 


Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


45. EX.88 - Payment Received in Advance Limitation of Scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 


Nature 
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Amount of Rl, 004,796.74 for payment received in advance by debtors could not be audited 
because management did not submit the following receipts and statements. It was not possible to 
perform alternative procedures to obtain sufficient appropriate audit evidence without the receipts 
and statements. Therefore we could not satisfy ourselves as to the existence and completeness of 
the debtors. 


# 

Date 

Name of the Debtor 

Reference No. 

Amount 

1 

2-29-2012 

(BBR MUNICIPALITY) 

39907 

-6,630.77 

2 

3-6-2012 

(BEKISISA GRILLED 
CHICKEN & CAR WASH) 

290973 

-1,144.78 

3 

2-29-2012 

(BUSHBUCKGRIDGE 

MUNICIPALITY 

PROPERTY) 

127374 

-3,100 

4 

2-29-2012 

(C.NGWENYA) 

17043 

-1,746.45 

5 

2-29-2012 

(CHAYAZA HIGH SCHOOL) 

291423 

-1,425.38 

6 

3-12-2012 

(COMMUNITY PROPERTY 
PTY(LTD) 

108477 

-56,940.06 

7 

2-29-2012 

(CS MTHIMKHULU) 

280140 

-1,469.71 

8 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

103310 

-187,576 

9 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

103895 

-9,372 

10 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

104909 

-3,346.01 

11 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

104994 

-214,823.22 

12 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

105927 

-119,930 

13 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

105941 

-35,928 

14 

2-29-2012 

(DEPARTMENT 

EDUCATION) 

106215 

-56,448 

15 

2-29-2012 

(DEPARTMENT OF 
HEALTH) 

102845 

-10,862 

16 

2-29-2012 

(DEPARTMENT OF 
HEALTH) 

102845 

-23,998 

17 

2-29-2012 

(DEPT OF PUBLIC WORKS) 

128900 

-3,750 

18 

2-29-2012 

(DH KHOSA) 

50724 

-660.87 

19 

2-29-2012 

(DICHOCHWANE CAFE 
KEEPER) 

127744 

-4,717.84 

20 

2-29-2012 

(DM MKHIZE) 

141795 

-12,103.58 

21 

2-29-2012 

(E SKATANE) 

140047 

-1,559.96 

22 

2-29-2012 

(EH MTHOMBENI) 

6348 

-7,177.42 

23 

2-29-2012 

(ELITE FUNERAL PALOUR) 

76271 

-2,397.74 
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24 

2-29-2012 

(EM MATSANE) 

275365 

-1,653.22 

25 

2-29-2012 

(EN MAMETJA) 

113893 

-1,770.60 

26 

2-29-2012 

(F.S. TIMBA) 

21113 

-4,227.48 

27 

2-29-2012 

(G.P. MASH 1 LANE) 

8514 

-5,073.63 

28 

2-29-2012 

(GOV.GARAGE 

TRANSPORT) 

110290 

-15,452.82 

29 

2-29-2012 

(GS ZITHA) 

142037 

-3,272.78 

30 

6-30-2012 

(HH MTHOMBENI) 

2015 

-1,000 

31 

2-29-2012 

(J. MATHEBULA) 

17692 

-17,400.28 

32 

2-29-2012 

(J.P de WET) 

486550 

-3,156.66 

33 

2-29-2012 

(JD MATHEBULA) 

141756 

-1,158.48 

34 

2-29-2012 

(JT NGWENYA) 

121333 

-2,670.42 

35 

3-20-2012 

(JUSTICIA CLINIC) 

108773 

-11,009.57 

36 

3-28-2012 

(K MATHEBULA) 

78141 

-10,000 

37 

2-29-2012 

(KHULONG PRIMARY 
SCHOOL) 

125271 

-2,368.42 

38 

2-29-2012 

(KINGDOM HALL) 

280781 

-2,426.74 

39 

2-29-2012 

(M MABUZA) 

109657 

-1,000 

40 

3-22-2012 

(MAPHANGA) 

73182 

-2,803.76 

41 

2-29-2012 

(MASHEGO E T) 

107755 

-2,397.28 

42 

2-29-2012 

(MASHEGO E T) 

108188 

-2,072.64 

43 

2-29-2012 

(MATHUPA L.P. SCHOOL) 

113251 

-524.72 

44 

3-26-2012 

(MATUKANE) 

73016 

-1,000 

45 

2-29-2012 

(MHLABA) 

85445 

-2,682.09 

46 

2-29-2012 

(MK HLONGWANE) 

141876 

-5,671.18 

47 

2-29-2012 

(MKHUHLU CLINIC) 

108702 

-65,338.65 

48 

2-29-2012 

(MMABATHO HIGH 
SCHOOL) 

125585 

-5,797.64 

49 

2-29-2012 

(MONDI SOUTH AFRICA 
LTD) 

536225 

-36,539 

50 

2-29-2012 

(MONTEDI CRECH) 

38981 

-1,380 

51 

2-29-2012 

(MW Ndlovu) 

6764 

-2,675.32 

52 

2-29-2012 

(NKOENYANE) 

71749 

-2,913.88 

53 

2-29-2012 

(NKWENKWEZI PRIMARY) 

23368 

-3,123.62 

54 

2-29-2012 

(NM MAHLOHLWENI) 

470535 

-3,099.68 

55 

2-29-2012 

(O MNISI) 

141065 

-5,205.42 

56 

2-29-2012 

(PROTEA COMPLEX) 

76627 

-10,822.97 


TOTAL 



■1,004,796.74 
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Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Receipts and Statement of the Debtors could not be tested for the Existence and Completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Predetermined objectives 

46. EX.125 - AoPO_ Actual performance information not reported 
Audit finding 

Municipal Planning and Performance Management Regulations (GNR. 796 of 24 August 2011); 
Reg 7 requires the performance management system (PMS) of the municipality entail a framework 
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(i.e. internal policies and procedures) that describes and represents the role and responsibilities of 
each role-player (including the local community) in the functioning of the system 

Nature 

Actual performance reported in the annual performance report was not specific to the set targets. 
Management has just indicated whether the annual target was achieved or not without specifying 
on the actual achievement of the targets 


# 

Directorate 

Performance indicators/measures 

Targets 

Actual performance 

1 

Municipal Works 

Construction of Roads 

To complete 13 the 
planned roads project 

Not Achieved 

2 

Municipal Works 

Construction of Bridges 

Complete two bridges 
by 2012 June 

Not Achieved 

3 

Municipal Works 

Provision of free basic electricity and 
alternative energy 

To supply 43 000 
households with 
electricity and 2391 
households with 
cooking gels. 

Achieved 

4 

Municipal Works 

Installation of High mast Lights 

To construct 20high 
mast lights 

Not Achieved 

5 

Municipal Works 

Electrify Households for Eskom Projects 

To connect 949 
households 

Achieved 

6 

Municipal Works 

Electrify Households for Municipal 

Projects 

556 Households to be 
electrified 

Achieved 

7 

Water services 

Ensure that 2010/11 projects in the IDP 
are completed and handed over. 

Completion of funded 
scope of 52 Projects 
including water, 
sanitation and building 
of a laboratory. 

Not achieved 

8 

Water services 

Ensure that the municipality complies with 
water quality standards. 

Improve our Blue drop 
status to at least 60% 

Not achieved 

9 

Water services 

Development of a maintenance plan with 
the involvement of the regional offices, 
Bushbuckridge Water and Registrations 
of WTW. 

Registration of at least 
70% of our plants 

Not achieved 

10 

Water services 

Ensure that sanitation projects are 
implemented 

Completion of sanitation 
projects (WWTW and 
reticulation) 

Not achieved 

11 

Water services 

Comply with the effluent quality 
standards. 

none 

Not achieved 

11 

Water services 

Registration of WWTW 

none 

Not achieved 


Root cause 


Insufficient performance review to ensure that actual achievement has been appropriately recorded 

Impact on annual report 
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Management might not be able to track down the progress against the set targets in their adopted 
integrated development plan (IDP). Performance information achieved might not be Accurate; Valid 
and Complete 

Internal control deficiency 


Leadership 


Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should report the actual achievements on the annual 
performance reports against the set targets in the annual IDP, SDBIP and budget 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


47. EX.44 - AoPO_ management risk assessment 
Audit finding 

MSA section 41(1) (d) states that a municipality must in terms of its performance management 
system and in accordance with any regulations and guidelines that may be prescribed, take steps 
to improve performance with regard to those development priorities and objectives where 
performance targets are not met 
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Nature 

Management does not clearly communicate the objectives, indicators and targets to all the relevant 
employees and obtaining feedback signifying that the communication has been effective, so that 
the relevant performance information is timorously collected and reported. 

Root cause 

Management did not implement the internal policies and procedure framework appropriately 

Impact on annual report 

Management might not be able to identify business risk relevant to performance reporting 
objectives 

Internal control deficiency 

Financial and Performance Management 

Management does not perform an oversight responsibility regarding financial and 
performance management and compliance with related internal 

Recommendation 

We recommend that management should clearly communicate the objectives, indicators and 
targets to all the relevant employees and obtaining feedback signifying that the communication has 
been effective, so that the relevant performance information will be timorously collected and 
reported 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Provisions 

48. EX.23 - Provision for leave_ report for leave accrual was not provided for audit. 
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Audit finding 

In terms of paragraph 62 (1) of MFMA, the accounting officer of a municipality is responsible for 
managing the financial administration of the municipality, and must for this purpose take all 
reasonable steps to ensure — that full and proper records of the financial affairs of the municipality 
are kept in accordance with any prescribed norms and standards; 

Nature 

Detailed report of staff leave accruals was not submitted for audit purposes; therefore we could not 
obtain sufficient audit evidence for the reported staff leave accruals of R15, 294,911 as disclosed 
to in the annual financial statements. Consequently, we could not satisfy ourselves as to 
the existence, valuation, completeness and compliance of the staff leave accruals. 

Root cause 

Management did not put in place proper internal controls to ensure that financial statements are 
supported by accurate, complete and reliable information. 

Impact on annual financial statements 

Non submission of supporting documentation may results in limitation of scope qualification if it is 
material 

Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

We recommend that management should put in place proper internal controls to ensure that 
financial statements are supported by accurate, complete and reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Receivables 

49. EX.174 - Consumer Debtors: Prior year provision with no current year write-off 
Audit finding 
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Section 62(1) (b) of the Municipal Finance Management Act requires the accounting officer to keep 
full and proper records of the financial affairs of the municipality in accordance with any prescribed 
norms and standards 


Nature 


The municipality provided for debt impairment in the 2010-11 financial period and no debtors were 
written off in the 2011-12 financial year. This casts significant doubts over the appropriateness of 
the current year debt impairment provision of R 582, 279, 901. Below is an indication of the 
provision referred to above; 


Provision for debt impairment 
2010-11 

369,426,784 

Actual debt write-off 2011-12 

- 

Variance 

369,426,784 


Management has projected a collection rate of 35.6% on average however the actual collection 
rate over the years has declined to less than 10% per annum. This further indicates the unreliability 
of the management estimate with regards to the provision for bad debt impairment, subsequently 
the closing balance on debtors is more likely to be misstated. 

Cause 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Impact 

The debt impairment recorded in the 2011-12 financial statements is unreliable 

Internal control deficiency 

Poor management monitoring controls 

Recommendation 

Management must ensure that all estimates recorded in the financial statements are reliable. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


50. EX.22 - Consumer debtors provision for debt impairment 
Audit finding 
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In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

When the financial statements were inspected it was noted that certain debtor types were either 
not impaired or impaired in excess of the opening balance. 


Description 

Gross 

Provision 

Net Balance 

A CO 

Recalculated 
Net Balance 

Variances 


Dciicince 


per ^ 








Rates 

237,329,272 

- 

691,915,982 

237,329,272 

454,586,710 

Water 

280,685,054 

- 

- 

280,685,054 

-280,685,054 

Sewerage 

103,815,960 

- 

- 

103,815,960 

-103,815,960 

Refuse 

67,460,425 

- 

- 

67,460,425 

-67,460,425 

Other 

2,625,241 

-582,279,901 

-582,279,901 

-579,654,660 

-2,625,241 


Root cause 

The financial statements were not reviewed to ensure that accounts receivables have been 
appropriately disclosed as required by financial reporting framework 

Impact on annual financial statements 

Consumer’s debtors’ account might have been misstated 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that consumer debtors should be measured at amortised costs, and 

that management should decomponentise the impairment for trade receivables as disclosed in the 

notes to the annual financial statements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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51. EX.89 - Limitation of scope_ Debtor's ledger does not provide the Key identification 
fields of consumers 


Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 


Nature 


1. The detailed ledger on consumer debtors does not provide the key identification field to 
enable tracing of the balance to customer’s statements and invoices. Therefore, an amount 
of R691, 915,982 as disclosed in note 5 to the annual financial statements could not be 
audited. We could not satisfy ourselves as to the existence, rights, valuation and 
completeness of consumer debtors. 

2. The aging provided for audit purposes was per debtor type and did not include the detail of 
the individual debtors. Selecting and testing a sample of debtors was therefore not 
possible and detailed tests on the debtor's provision of R582, 279, 901 could not be tested 
as well. 

3. A schedule of water meters sold was requested and was not available for audit purposes. 
The completeness of water sales could not be verified as well. 

Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Consumer debtors might be misstated 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that the general ledger is adequately detailed to 
provide sufficient information for audit trail 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Revenue 

52. EX.156 - Scope limitation_ Revenue. 


Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control. 

Nature 

Customer statements were not submitted to enable us to test that the billing for the selected 
properties was complete in the accounting records of the municipality. Therefore, we could not 
satisfy ourselves as to the completeness of the property rates valued at R252, 815,619 


No: 

Description 

Customer name 

Market Value per 

General Valuation Roll 

1 

1] Acornhoek-A: T.B.A: Business & Commercial: 1983 sqm 

The Occupant 

1,340,000 

2 

2] Acornhoek-A: T.B.A: Business & Commercial: 1 6698 sqm 

The Occupant 

5,200,000 

3 

18] Acornhoek-A: T.B.A: Business & Commercial: 1193 sqm 

The Occupant 

260,000 

4 

271] Dwaarsloop-A: T.B.A: Residential: 863 sqm 

The Occupant 

120,000 

5 

61] Agincourt-A: T.B.A: Residential: 2012 sqm 

The Occupant 

70,000 

6 

^62] Angincourt-A: T.B.A: Residential: 1200 sqm 

The Occupant 

60,000 

7 

13] Dwarsloop-A: T.B.A: Residential: 600 sqm 

Mashele Masefomisa 
Roslina 

140,000 

8 

19] Dwarsloop-A: T.B.A: Residential: 600 sqm 

Kubayi Midas Chenes 

140,000 

9 

28] Dwarsloop-A: T.B.A: Residential: 600 sqm 

Ngobe Mokganyeng 
Peter 

160,000 
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10 

94] Dwarsloop-A: T.B.A: Residential: 1428 sqm 

DIhamlnl Norah Annah 

200,000 

11 

159] Dwarsloop-A: T.B.A: Residential: 648 sqm 

Silinda Rullof Muntu 

30,000 

12 

367] Dwarsloop-A: T.B.A: Residential: 828 sqm 

Leshaba Landy Diniwe 

180,000 

13 

7] Maviljan-A: T.B.A: Business: 25 5201 sqm 

The Occupant 

19,000,000 

14 

14] Mavil]an-A: T.B.A: Residential: 863 sqm 

Mokoena Albert Thomas 

110,000 

15 

28] Maviljan-A: T.B.A: Residential: 688 sqm 

Moreko Alex Fanuel/ 
Moreko Sesinyana 

Seina 

150,000 

16 

86] Mavlljan-A: T.B.A: Residential: 615 sqm 

Mohlala Selso/ Mohlala 
Malepele Hellen 

160,000 

17 

137] Mavll]an-A: T.B.A: Government: 25712 sqm 

The Occupant 

2,900,000 

18 

141] Malvi]an-A: T.B.A: Residential: 630 sqm 

The Occupant 

140,000 

19 

468] Mkhuhlu-A: T.B.A: Residential: 540 sqm 

Baloyl Calphus Mzamani 

500,000 

20 

440] Mkhuhlu-A: T.B.A: Residential: 694 sqm 

Nyalunngu Joseph 

280,000 

21 

411] Mkhuhlu-A: T.B.A: Residential: 540 sqm 

Khoza Gcamuya 

Sanania 

300,000 

22 

643] Mkhuhlu-A: T.B.A: Residential: 1080 sqm 

Matsombe Alpheus 
Mnyamane 

300,000 

23 

659] Mkhuhlu-A: T.B.A: Residential: 1080 sqm 

Mnisi Dokodela Bernard 

380,000 

24 

736] Mkhuhlu-A: T.B.A: Business: 8851 sqm 

The Occupant 

1,440,000 

25 

47] Mkhuhlu-C: T.B.A: Residential: 600 sqm 

Khumalo Vusumuzl 
Philip/ Nanana Jane 

240,000 

26 

62] Mkhuhlu-C: T.B.A: Residential: 600 sqm 

Sarila Pinary Ennie 

210,000 

27 

65] Mkhuhlu-C: T.B.A: Residential: 694 sqm 

Matsane Sundy 

200,000 
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28 

112] Mkhuhlu-C: T.B.A: Residential: 810 sqm 

Lubisi Bigone Johannes 

210,000 

28 

159] Mkhuhlu-C: T.B.A: Residential: 600 sqm 

The Occupant 

380,000 

29 

225] Mkhuhlu-C: T.B.A: Government: 36203 sqm 

The Occupant 

1,800,000 

30 

807] Dwarsloop-A: T.B.A: Residential: 918 sqm 

Mogakane Elisah 

190,000 

31 

444] Mkhuhlu-C: T.B.A: Residential: 550 sqm 

Moyeni Dyke 

290,000 

32 

814] Dwarsloop-A: T.B.A: Residential: 600 sqm 

Mashele Fanato Daniel 

185,000 

33 

10] Mkhuhlu-IA: T.B.A: Industrial: 3671 sqm 

The Occupant 

1,800,000 

34 

12] Mkhuhlu-IA: T.B.A: Industrial: 4859 sqm 

The Occupant 

1,200,000 

35 

17] Mkhuhlu-IA: T.B.A: Industrial: 50568 sqm 

The Occupant 

12,000,000 

36 

29] Mkhuhlu-IA: T.B.A: Industrial: 14578 sqm 

The Occupant 

4,500,000 

37 

32] Mkhuhlu-IA: T.B.A: Industrial: 6736 sqm 

The Occupant 

2,000,000 

38 

41] Mkhuhlu-IA: T.B.A: Industrial: 2952 sqm 

The Occupant 

560,000 

39 

57] Mkhuhlu-IA: T.B.A: Business: 3145 sqm 

The Occupant 

1,100,000 

40 

67] Mkhuhlu-IA: T.B.A: Industrial: 10446 sqm 

The Occupant 

4,000,000 

41 

15] Sabiepark: Maroela laan: Residential: 14539 sqm 

Zyl Johannes Hurter Van 

620,000 

42 

20] Sabiepark: Maroela laan: Residential: 9117 sqm 

Plessis llze Grobbelaar- 
Du 

970,000 

43 

26] Sabiepark: Maroela laan: Residential: 9493 sqm 

Koekemoer Marthinus 
Wessels 

850,000 

44 

30] Sabiepark: Maroela laan: Residential: 11036 sqm 

Eagar Jan Albertus 

1,020,000 

45 

35] Sabiepark: Boer boon laan: Residential: 8053 sqm 

Prinsloo Ignatius Migal 

2,020,000 
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46 

39] Sabiepark: Maroela laan: Residential: 9785 sqm 

Taylor John Richard 

670,000 

47 

77] Sabiepark: Maroela laan: Residential: 7660 sqm 

Buys Maria Carolina 

480,000 

48 

106] Sabiepark: Rooibos laan: Residential: 7220 sqm 

M J L T rust 

880,000 

49 

113] Sabiepark: Maroela laan: Residential: 6822 sqm 

Fanie Lingerer Familie 
Trust 

1,580,000 

50 

354] Sabiepark: Knoppiedoring laan: Residential: 16106 sqm 

Graham Stuart 

640,000 

51 

329] Sabiepark X 1: T.B.A: Business: 109713 sqm 

Protea Kruger Gate Pro 
Pty Ltd 

29,000,000 

52 

332] Sabiepark X 1: T.B.A: Business: 135078 sqm 

Meercathoryx Pro Pty 

Ltd 

6,000,000 

53 

108] Thulamahashe-A: T.B.A: Residential: 1003 sqm 

Masia Prince Douglas 

200,000 

54 

123] Thulamahashe-A: T.B.A: Residential: 1003 sqm 

Maenga Lucas Mzondi 

195,000 

55 

129] Thulamahashe-A: T.B.A: Residential: 1003 sqm 

Mgiba Phosakufa Wilson 

189,000 

56 

205] Thulamahashe-A: T.B.A: Residential: 2007 sqm 

Mahlangu Donald 
Mahlebo 

195,000 

57 

248] Thulamahashe-A: T.B.A: Business: 2007 sqm 

Zwane George 

980,000 

58 

320/2] Thulamahashe-A: T.B.A: Business: 663 sqm 

Matyeka Harry Daniel 

210,000 

59 

525] Thulamahashe-A: T.B.A: Residential: 600 sqm 

Mongwe Makamone 
Collins 

200,000 

60 

569] Thulamahashe-A: T.B.A: Residential: 540 sqm 

Mzimba Gama Ezekiel 

450,000 
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61 

586] Thulamahashe-A: T.B.A: Residential: 612 sqm 

Ndhiovu Phambanisa 
Samson 

210,000 

62 

594] Thulamahashe-A: T.B.A: Government: 40243 sqm 

The Occupant 

2,250,000 

63 

34] Thulamahashe-B: T.B.A: Residential: 988 sqm 

Kubayi Desdond Brutus 

580,000 

64 

40] Thulamahashe-B: T.B.A: Residential: 1000 sqm 

Baloyi Gezani Philip 

500,000 

65 

43] Thulamahashe-B: T.B.A: Residential: 1040 sqm 

Mgiba Mhlupheki Morris 

580,000 

67 

52] Thulamahashe-B: T.B.A: Residential: 1147 sqm 

Nyakane Boy Samson 

400,000 

68 

130] Thulamahashe-B: T.B.A: Residential: 750 sqm 

Dube Boy Edward 

290,000 

69 

144] Thulamahashe-B: T.B.A: Residential: 1000 sqm 

Mkhombo Decent 
Tsakani 

500,000 

70 

190] Thulamahashe-B: T.B.A: Residential: 500 sqm 

Siwele Sasani Bethuel 

430,000 

71 

215] Thulamahashe-B: T.B.A: Government: 28158 sqm 

The Occupant 

3,400,000 

72 

316] Thulamahashe-B: T.B.A: Residential: 600 sqm 

Sibuyi Guilty Tinyiko 

260,000 

73 

470] Thulamahashe-B: T.B.A: Residential: 808 sqm 

Mathebula Dolly Dorothy 
Tsakani/ Victor Viss 

600,000 

74 

488] Thulamahashe-B: T.B.A: Residential: 640 sqm 

Khoza Eckson Rosmots 

300,000 

75 

]82] Agincourt-A: T.B.A: Residential: 155706 sqm 

The Occupant 

450,000 

76 

158] Agincourt-A: T.B.A: Residential:1200 sqm 

The Occupant 

60,000 
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77 

295] Dwarsloop-A: T.B.A: Residential: 735 sqm 

The Occupant 

200,000 

78 

33] Dwarsloop: T.B.A: Residential: 600 sqm 

Mabunda Thomas 
Mbangane 

160,000 

79 

76] Dwarsloop: T.B.A: Residential: 1000 sqm 

Masuku Yvonne 
Thandiwe 

220,000 

80 

92] Dwarsloop: T.B.A: Residential: 1000 sqm 

Magagula Vick Witson 

165,000 

81 

114] Dwarsloop: T.B.A: Residential: 1000 sqm 

Makhubele Tshwarele 
Levy 

180,000 

82 

123] Dwarsloop: T.B.A: Government: 76914 sqm 

Provincial Government 
of Northern Province 

3,900,000 

83 

132] Dwarsloop: T.B.A: Residential: 700 sqm 

Mthombeni Hector 

140,000 

84 

161] Dwarsloop: T.B.A: Residential: 600 sqm 

Mathebula Kenneth 
Jabulani 

190,000 

85 

249] Dwarsloop: T.B.A: Government: 1873 sqm 85,000 

Provincial Government 
of Northern Province 

800,000 

86 

17] Maviljan-A: T.B.A: Residential: 630 sqm 

Mokoena Makie 

120,000 

87 

32] Maviljan-A: T.B.A: Residential: 700 sqm 

Morodi Dineo Jeanneth 

110,000 

88 

63] Maviljan-A: T.B.A: Residential: 700 sqm 

Monyane Bainele Agnes 

110,000 

89 

77] Maviljan-A: T.B.A: residential: 700 sqm 

Dilebo Loisa Jane 

140,000 

90 

780] Thulamahashe-A: T.B.A: Residential: 540 sqm Sibuyane 

Sambo Kaifas Mtsheneki 

400,000 

91 

828] Thulamahashe-A: T.B.A: Residential: 540 sqm 

Zitha Thimothy Masocha 

190,000 

92 

913] Thulamahashe-A: T.B.A: Residential: 540 sqm Mhlanga 

Kekana Motswamasimo 
Elezabeth 

300,000 

93 

919] Thulamahashe-A: T.B.A: Residential: 702 sqm 

Ngobeni Pantwani 
Harrison 

220,000 

94 

957] Thulamahashe-A: Business: 2909 sqm 

Mhala prop cc 

2,900,000 

95 

48] Thulamahashe-B: Residential: 827 sqm 

Tivane Samuel Zenzele 

210,000 

96 

137] Thulamahashe-B: Residential: 1000 sqm 

Sithole Robert 

180,000 
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97 

866] Thulamahashe-B: Residential: 600 sqm 

Mnisi Gaza Darius 

180,000 

98 

1072] Thulamahashe-B: Residential: 648 sqm 

Ngonyama RhulanI Kim 

350,000 

TOTAL 

133,649,000 


Cause 

The municipality does not have proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

The management did not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial and 
performance reporting. 


Recommendation 

Management must implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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53. EX.191 - Huge variance on Sale of water compared to Bulk purchases of water 


Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

During the audit of sale of water, we have identify that there is a huge variance between the sale of 
water and bulk purchases of bulk water and also upon the inspection of financial statement, 
inventory for bulk purchases water was not presented and disclosed on the financial statements. 

Variance calculation: 


Description 

Amount 

Comments 




Bulk purchases - water 

101,085,561 

As per income statement 

Sales 

23,105,165.15 

As per income statement - Revenue 

Variance 

77,980,395.85 


Distribution losses 


No disclosure was included in the financial statements for 

distribution losses. 

Inventory at year end 


No disclosure was included in the financial statements for 

distribution losses. 

Variance 

77,980,395.85 



Cause 

The municipality does not have controls over daily and monthly processing and reconciling of 
distribution losses for bulk water purchases. 

Impact 

There is a misstatement of water inventory and cost of sale bulk water purchases. 


Internal control deficiency 
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FINANCIAL AND PERFORMANCE MANAGEMENT: 

Management did not implement controls over daily and monthly processing and reconciling of 
transactions. 

Recommendation 

Management should implement controls over monthly processing and reconciliation of distribution 
losses on bulk water purchases. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 

54. EX.205 - Scope Limitation_ Income from agency fees 
Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 


Nature 


Management did not provide us as auditors the supporting documents that will enable us to audit 
income from agency fees amounting to a total of R9, 887,740 as presented on the financial 
statements. Therefore, we could not audit income from agency fees for accuracy, completeness, 
cut-off and classification. 

Cause 

The municipality does not have proper record keeping that will ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting for 
auditing. 

Impact 

Revenue recognised from agency fees cannot be verified. 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

Management should implement controls that will ensure that complete, relevant and accurate 
information is accessible and available to support financial and performance reporting for audit 
purposes. 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


55. EX.210 - Irregular Expenditure on DWAF grant 


Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal . 

Nature 

The municipality spent all the department of water affairs grant on salaries amounting to R27, 
787,000. As the result the municipality incurred an amount of R22, 744,345 in irregular 
expenditure. Based on the correspondences from the department of water affairs, the grant should 
have been spent as follows: 


Quarter 

Human resource 

Operations and 
Maintenance 

Refurbishment 

Total 

Quarter 1 




5,831,000 

Quarter 2 

4,322,000 

1,507,000 

10,000,000 

15,829,000 

Quarters 

4,619,000 

1,508,000 

- 

6,127,000 

Total grant received 

8,941,000 

3,015,000 

10,000,000 

27,787,000 

Total Expenditure 

31,685,345 

* 

- 

31,685,345 

Amount Remaining 

-22,744,345 

3,015,000 

10,000,000 

-3,898,345 


Cause 

The municipality does not have registers that are in place to record unauthorised, irregular fruitless 
and wasteful expenditure. 

Impact 

Overstatement of revenue and incurring of irregular expenditure. 


Internal control deficiency 
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FINANCIAL AND PERFORMANCE MANAGEMENT: 

There are no registers are in place to record unauthorised, irregular fruitless and wasteful 
expenditure. 


Recommendation 

The municipality should have a register to record unauthorised, irregular fruitless and wasteful 
expenditure. And that these registers are regularly followed up to ensure that monies are 
recovered when applicable and that the appropriate action on financial misconduct is taken in line 
with the MFMA. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


56. EX.59 - Revenue_ Property Rates could not be traced to customer's statements 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

The transactions on the general ledger that was submitted for auditing do not have customer 
accounts or names to enable us to trace transactions to the customer's statements. As results, 
total revenue of R252, 815,619 from property rates as presented on the financial statements could 
not be audited. 

The following transactions selected from the GL serves as an example: 


No: 

Date 

Reference 

Description 

Amount (R) 

1 

2012/04/30 

2012/05/23 RATES_RES 

Property Rates 

82.50 

2 

2012/04/30 

2012/05/23 RATES_RES 

Property Rates 

119.17 

3 

2012/03/31 

2012/04/19 RATES_RES 

Property Rates 

50.42 

4 

2012/03/31 

2012/04/19 RATES_RES 

Property Rates 

178.75 

5 

2012/04/30 

2012/05/23 RATES_RES 

Property Rates 

36.67 

6 

2012/05/31 

2012/05/18 RATES_RES 

Property Rates 

87.08 


Root cause 

The municipality does not have controls that will ensure that a proper, accurate and complete 
financial and performance reports that are supported and evidenced by reliable information. 
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Total revenue generated from property rates as presented on the statement of financial 
performance cannot be tested for validity, accuracy and completeness. 


Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 


Recommendation 

We recommend that management should prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 

57. EX.65 - Revenue(Property rates) _ Scope limitation 


Audit finding 

Section 62 1(c) of the Municipal Finance Management Act states that the accounting officer is 
responsible for managing the financial administration of the municipality and must take reasonable 
steps to ensure it maintains effective, efficient and transparent systems of financial risk 
management and internal control. 

Nature 

The completeness of total revenue of R252, 815,619 in respect of property rates could not be 
audited to our satisfactory because the properties that were indicated on the building plan register 
as having had improvements were not included on the municipality valuation roll and also on the 
supplementary valuation roll. Note 

The following list is the properties that could not be traced to the supplementary valuation roll and 
the valuation master file in the municipality system: 


No: 

Location 

Erf No: 

Name of the customer 

1 

Acornhoek 

- 

L Hlabane 

2 

Casteel Trust 

89 

KO Thusane 


Root cause 

The municipality does not have a proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support the properties 
that are said to have had improvements upon. 

Impact on annual financial statements 
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Revenue from property rates that could not be tested for completeness. 


Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that the municipality have a proper record keeping in a timely manner to ensure 
that complete, relevant and accurate information is accessible and available to support the 
properties that said to have had improvements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


58. EX.76 - Revenue_ Limitation of scope 


Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

The transactions on the general ledger that was submitted for auditing do not have customer 
accounts or names to enable us to trace transactions to the customer's statements and also from 
the July 2011 to march 2012 the general ledger only show the totals of revenue balances on each 
respective month. As a results, total revenue of R23,105,165.15 Sale of basic water, R2, 618, 568 
Sanitation, R28,738,579.91 Interest on outstanding debtors and R3, 440, 613. 79 Refuse removal as 
presented on the financial statements could not be audited . 

Therefore we couldn’t satisfy ourselves as to the validity, accuracy and completeness of 
revenue generated from property rates. Sale of basic water. Sanitation and interest on outstanding 
debtors, the following transactions serves as an example: 


No: 

Date 

Reference 

Description 

Amount per 
GL 

Sale of basic water 

1 

31/10/2011 

OCTllINCOMEJNL 

Water Consumption Residential 

482,637.02 

2 

31/01/2012 

JANllINCOMEJNL 

Water Consumption Industrial 

97,640.52 

3 

31/03/2012 

2012/05/16 WB_RES @ 

Water Basic 

65.21 

4 

31/03/2012 

2012/05/16 WB_RES @ 

Water Basic 

65.21 

Sanitation 
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5 

2011-07-31 

JULYINCOME2011 

Sewerage Charge Residential 

54,081 

6 

2011-08-31 

AUG2011INCOMEJO 

Sewerage Charge Residential 

108,408.50 

7 

2012-04-30 

2012/05/23 SF_RES @ 

Fixed: Metered Sewer 

30.80 

8 

2012-04-30 

2012/05/23 SF_RES @ 

Fixed: Metered Sewer 

30.80 

Interest on outstanding debtors 

9 

2012-01-31 

JANllINCOMEJNL 

Interest on Arrears - January 2011 

5,574,843.24 

10 

2011/10/31 

OCTllINCOMEJNL 

Interest on Arrears - October 2011 

3,353,112.11 

11 

2012/01/31 

JANllINCOMEJNL 

Interest on Arrears - January 2011 

1,488,971.72 

12 

2011/11/30 

NOVllINCOMEJNL 

Interest on Arrears - November 2011 

1,339,416.59 

Refuse removal 

13 

31/07/2011 

JULYINCOME2011 

Refuse Removal Residential 

235,023.60 

14 

31/12/2011 

DECllINCOMEJNL 

Refuse Removal Residential 

235,627.28 

15 

31/03/2012 

2012/05/08 REF_RES @ 

Units 1 

75.46 

16 

31/03/2012 

2012/05/08 REF_RES @ 

Units 1 

75.46 


Cause 

The municipality does not have controls that will ensure that a proper, accurate and complete 
financial and performance reports that are supported and evidenced by reliable information. 

Impact 

Total revenue generated from Sale of basic water, Sanitation, interest on outstanding debtors and 
Refuse removal could not be tested for validity, accuracy and completeness. 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should prepare regular, accurate and complete financial and 
performance reports that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Taxes 

59. EX.134 - VAT Receivables_ general ledger balance does not agree to our recalculation 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

The balance as per VAT account on the general ledger does not agree to our recalculation of VAT 
receivable. 


Total Vat lnput(expenditure & assets) 

14,803,865.44 

Total Vat output (revenue) 

6,507,009.46 

VAT payable 

8,296,855.98 

Balance per VAT account on GL 

39,483,422.53 

Variance 

-31,186,566.55 


VAT Output 


TB 

Vatable? 

Vat Amount 
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Property rates 




Forgon income 




Service charge 




- Sales of Water 

23,105,165 

Yes 

3,234,723.1 

- Sewerage and sanitation charge 

2,618,569 

Yes 

366,599.66 

- Refuse removal 

3,440,614 

Yes 

481,685.96 

- Other service charge 

2,091,350 

Yes 

292,789 

Rental of facilities 



0 

-Rental of stadium 

128,206 

Yes 

17,948.84 

-Site rental 

94,930 

Yes 

13,290.2 

- Rend received house 

1,297 

Yes 

181.58 

- Hire of halls 

38,203 

Yes 

5,348.42 

- Billboards 

89,270 

Yes 

12,497.8 

- Hire of water tank 

9,125 

Yes 

1,277.5 

-Rent received cell phone towers 

87,375 

Yes 

12,232.5 

-Hiring of chairs 

20,601 

Yes 

2,884.14 

Income from agency services 

9,887,740 

Yes 

1,384,283.6 

Fines 

1,419,307.73 

No 

0 

Government grants and Subsidies 



0 

- Equitable shares 

356,878 

No 

0 

- MIG 

144,493,120.89 

No 

0 

- FMG 

1,244,104.86 

No 

0 

- MSIG 

790,000 

No 

0 

-DWAF 

27,787,000 

No 

0 

- Expanded public work progg 

1684000 

No 

0 

- Integrated national electrification progg 

1,858,622.28 

No 

0 

- Rural households grand 

7,798,335 

No 

0 

- LG SETA 

2,720,724 

No 

0 

Other income 



0 

-Sundry income 

3,628,646 

Yes 

508,010.44 

-Tender document 

542,108 

Yes 

75,895.12 

-Bond fee 

192,789 

Yes 

26,990.46 

-Purchases instalment 



0 

-Rubble removal 

5,618 

Yes 

786.52 

-Plan approval residence 

44,299 

Yes 

6,201.86 

-Proof of residential service 

249,947 

Yes 

34,992.58 

- Site inspection 

48,220 

Yes 

6,750.8 

-Reconnection fee 

141,011 

Yes 

19,741.54 

- Administration fee 

13,556 

Yes 

1,897.84 

Interest 



0 

-Bank 

1,436,871 

No 

0 

-Interest charged on trade and other receivable 

26,738,579.91 

No 

0 

-Interest on repairs and maintenance 

198,031.66 

No 

0 

VAT OUTPUT 


6,507,009.46 


164 




Management report of Bushbuckridge Local Municipality 



TB 

Vatable 

Vat Amount 




- Advertising 

1,771,536 

Yes 

248,015.04 

-Auditors remuneration 

2,222,170 

Yes 

311,103.8 

- Consulting and professional fees 

7,185,230 

Yes 

1,005,932.2 

-Insurance 

4,037,425 

Yes 

565,239.5 

- Community development and training 

2,112,901 

Yes 

295,806.14 

- Conference and seminars 

3,513,429 

Yes 

491,880.06 

-Lease rentals on operating lease 

7,571 

Yes 

1,059.94 

-Magazine and periodicals 

840,586 

Yes 

117,682.04 

-Motor vehicle expense 

5,962,605 

Yes 

834,764.7 

Postage and courier 

27,000 

Yes 

3,780 

Printing and stationary 

2,982,112 

Yes 

417,495.68 

Protective clothes 

208,793 

Yes 

29,231.02 

Subscriptions and membership fees 

1,540,062 

Yes 

215,608.68 

Telephone and fax 

5,371,853 

Yes 

752,059.42 

Training 

4,104,321 

Yes 

574,604.94 

T ravel (local) 

2,022,063 

Yes 

283,088.82 

Assets expensed 

1,602,846 

Yes 

224,398.44 

Electricity 

1,579,279 

Yes 

221,099.06 

Sewerage and waste disposal 

0 


0 

Free basic services 

23,501,767 

Yes 

3,290,247.38 

audit committee allowance 

118,348 

Yes 

16,568.72 

LED 

811,879 

Yes 

113,663.06 

Contracted services 

10,036,217 

Yes 

1,405,070.38 

Grand funded expenditure 

1,331,693 

Yes 

186,437.02 

other expenses 

22,850,210 

Yes 

3,199,029.4 


14,803,865.4 


Cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact 

Misstatement of VAT receivable amount by R 31,186,566.55 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 

No responses received. 
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Auditor’s conclusion 

No responses provided by management. 


60. EX.136 - VAT receivables_ expenditure schedule not provided for calculation of input 
VAT 


Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 


Nature 


The management did not provide us with the detailed transactions for VAT declared (revenue) for 
the year ended 30 June 2012 and for VAT claimed (expenditure & capital assets) for the months 
listed below to enable us to recalculate the output VAT, input VAT and the net VAT thereof Note 


Output VAT 


Month VAT Output per VAT 201 
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11-Jul 

109,825.33 

11-Aug 

65,210.53 

11-Sep 

137,094.75 

11-Oct 

59,574.30 

11-Nov 

23,798.53 

11-Dec 

144,991.98 

12-Jan 

64,429.96 

12-Feb 

38,472.74 

12-Mar 

231,727.39 

12-Apr 

7,678.51 

12-May 

7,235.30 

12-Jun 

10,432.09 


900,471.41 


Input VAT 


Month 

Capital goods 
and/services 

Other goods 
and/or services 

total VAT input 
per VAT 201 

Aug-11 

2,706,499.68 

1,559,550.26 

4,266,049.94 

Feb-12 

3,598,586.06 

1,763,705.88 

5,362,291.94 


R28, 556, 967.28 


Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Input VAT (R 900,471.41) and output VAT (R 28,556,967.28) could not be tested for existence, 
rights and obligation, completeness and valuation 63,318,482.57 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that the detailed transactions schedule for VAT 
declared (revenue) and for VAT claimed (expenditure and capital assets) is kept to provide 
sufficient information for audit trail. 


Management response 
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No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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61. EX.98 - VAT receivable_ general ledger balance does not agree to the financial 
statements 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

The VAT receivable balance in the general ledger does not agree to the figure presented in the 
current year's financial statements. 


AFS line Item 

Preliminary 
amounts per 

General ledger/ Trial 
balance 

Amounts per financial 
statements submitted for 
audit on 31-Mar/30-Jun 

Variance 

VAT 

receivables 

39,483,422.53 

47,719,116 

-8,235,693.47 


Cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact 
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Misstatement of VAT receivable amount by R 8,235,693.47 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should monitor and review municipality's internal controls over daily and monthly 
processing of transactions. Furthermore the financial statement should be adjusted to correct the 
identified the misstatements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Heading 1 

62. Unauthorised Expenditure_Limitation of scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

An amount of R216 219 539 could not be audited because management did not submit the 
schedule of unauthorised expenditure. It was not possible to perform alternative procedures to 
obtain sufficient appropriate audit evidence without the schedule of unauthorised expenditure. 
Therefore we couldn’t satisfy ourselves as to the existence, validity and obligation of the 
amount paid at current year. 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount used to pay Suppliers which lead to unauthorised expenditure could not be tested for 
validity, existence and obligation 

Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


63. Unauthorised Expenditure Limitation of scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

An amount of R216 219 539 could not be audited because management did not submit the 
schedule of Report from councillors. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without the schedule of Councillors resolution report of 
unauthorised expenditure. Therefore we couldn’t satisfy ourselves as to the existence, validity and 
obligation of the amount paid at current year. 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount which councillors agree that the responsible person should pay could not be verified for 
validity, existence and obligation 


Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


64. Irregular Expenditure Limitation of scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

An amount of R269, 611,428 could not be audited because management did not submit the 
schedule of Report from councillors. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without the schedule of Councillors resolution report of 
Irregular expenditure. Therefore we couldn’t satisfy ourselves as to the existence, validity and 
obligation of the amount paid at current year 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount which councillors agree that the responsible person should pay could not be verified for 
validity, existence and obligation 
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Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Operating expenditure 

65. Expenditure Amount as per invoice does not agree with the amount paid 
Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal . 

Invoices amount does not agreed with the amount paid as follows: 


Total amount as 
per invoices 

Total amount paid 

Differences 

115,237,540 

52,766,304 

23,977,730 


Cause 


172 


Management report of Bushbuckridge Local Municipality 


Lack of review of invoices by Management before payment made 

Impact 

Creditors might be understated by an amount of 23,977,730.00 

Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management must exercise oversight responsibility regarding financial and performance reporting 
and compliance and related internal controls. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


66. Procurement _ Contracts and contract management 
Audit finding 

In terms of the Municipal Finance Management Act 56 of 2003 section 116: 

2) The accounting officer of a municipality or municipal entity must 

b) Monitor on a monthly basis the performance of the contractor under the contract or agreement 
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We could not obtain sufficient appropriate evidence that the following contracts are 
being monitored on a monthly basis 


No 

Name of Supplier 

Region 

Amount 

1 

Crystal Sparkle 
Trading 

MIG MP/0687AA//07/11 (B2) 

R 8,131,726.94 

2 

Catherine 

Construction 

BLM016/038/06158/2011/12/H 

R 729,356.04 

3 

Readira 

MP0687AA/07/11 (B3) 

R 14,117,155.13 

4 

Lwesine Trading 

W/M P/4145/07/09 (3) 

R 5,931,482.00 

5 

Dumezulu General 
Dealer & 
Construction 

BLM/R07/200/4677/2009/10 

R 6,673,374.18 

6 

Bell Equipment 

EQ/BLM/T&G/2011/12 

R 2,251,500.00 

7 

Wisenelly Dallas JV 

MIG/M P0687/W/07/ll(B22) 

R 2,230,225.26 

8 

Casnas Civils 

BLM/B03/200/425/2009/10 

R 4,925,755.80 

9 

Loge and Wisenelly 
JV 

MIG/M P0687/W/07/ll(B22) 

R 20,515,555.36 

10 

BMK Electronics 

W/MP/4145/07/09(3) 

R 22,938,939.00 

11 

Yellow Training 27 
JV Lezmin 

BLM/WR09/202/4664/2009/10 

R 1,816,669.80 

12 

Vuyo 

BLM/WRlO/202/4665/2009/10 

R 1,200,264.04 

13 

Indwa Trading 30 

JV Imagagane 

BLM/R0258/MA/V2010/11 

R 775,000.00 

14 

Bonatea Investment 
CC 

BLM/W/R005/2010/11A 

R 538,806.18 

15 

Sandile Isabello 
Business Enteprise 

BLM/VIPTOILETS/2011/12 

R 731,352.00 










Total 

R 93,507,161.73 


Cause 

Management does not monitor the compliance with relevant laws and regulation 

Impact 

All contracts which are in progress for more than one month will be Irregular 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 


Recommendation 

Management should exercise oversight over financial and performance reporting and compliance 
and related internal control 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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ANNEXURE B: OTHER IMPORTANT MATTERS 


67. EX.166 - Other receivables from non-exchange transactions_ ledger account not 
submitted 

Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 


Nature 


Detailed ledger account for other receivables from non-exchange transactions was not submitted 
for audit. Therefore, an amount of R 1,252,435 as disclosed in note 3 to the annual financial 
statements could not be audited. We could not satisfy ourselves as to the existence, rights, 
valuation and completeness of other receivables from non-exchange transactions 

Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Other receivables from non-exchange transactions might be misstated by R 3,661,182 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that the general ledger for other receivables from 
non-exchange transaction is provided to the auditors to provide sufficient information for audit trail 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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68. EX.55 - AoPO Budget and SDBIP processes 
Audit finding 

Local Government: Municipal Budget and reporting regulations, (GN 393 of 2009), sec 35 

Nature 

The municipality did not submit the mid-year budget and performance assessment by 25 January 
2012 to the National Treasury and the provincial treasury, in both printed and electronic form 

Root cause 

Municipal council do not sit in time for the approval of the required documents to be submitted to 
National treasury and Provincial Treasury 

Impact 

None compliance with laws and regulations 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should submit the mid-year budget and performance 
assessment by 25 January every year to the National Treasury and the provincial treasury, in both 
printed and electronic form 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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69. EX.93 - Trade Creditors Limitation of Scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount of R25 552 676.15 for trade creditors could not be audited because management did not 
submit the following Payment Vouchers. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without this Payment Vouchers. Therefore we could not satisfy 
ourselves as to the validity, accuracy and completeness of the payments made to suppliers 


Date 

Supplier 

Amount 

06/07/11 

Bushbuckridge Water Supplier 

1,000,000 

24/08/11 

Bushbuckridge Water Supplier 

5,600,000 

31/08/11 

Bushbuckridge Water Supplier 

9,444,047.17 

26/09/11 

Bushbuckridge Water Supplier 

9,508,628.98 


25,552,676.15 


Cause 

Management did not ensure that there is full and proper record keeping 


Impact 

Amount paid to Suppliers could not be tested for validity, accuracy and completeness 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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70. EX.95 - Other creditors understatement of other creditors 


Audit finding 

In terms of Section 65 of the MFMA the Expenditure management. — (1) the accounting officer of a 
municipality is responsible for the Management of the expenditure of the municipality and The 
accounting officer must for the purpose of subsection (1) take all reasonable steps to Ensure: 

(a) That the municipality has and maintains an effective system of expenditure control, 

Including procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information system 
Which — 

(I) recognizes expenditure when it is incurred 
(ii) Accounts for creditors of the municipality: and 
(Hi) Accounts for payments made by the municipality; 


Nature 

Invoices receive prior to year end but settled after year end were not disclosed as creditor in the 
annual financial statements. Therefore, an amount of R3, 205,432.86 for other creditors was 
understated 


NO: 

Date 

Supplier 

Total 

amount 

Date of 
invoice 

Invoice 

number 

Invoice 

amount 

Date of 
payment 

Amount as 
per bank 
statement 

1 

2012/07/30 

FNB OB 

000081069 

CORE 

STRUCK 

-433,200 

16/05/2012 

INA41036- 

40998 

433,200 

30/07/2012 

433,200 

2 

2012/07/30 

FNB OB 
000081059 
MPFUMELELO 
BUSINESS 

-928,048.30 

25/06/2012 

GVR0727 

928,048.30 

30/07/2012 

928,048.30 

3 

2012/07/30 

FNB OB 
000081058 
ULTIMATE 
DYNAMICS 

1,844,184.56 

02/05/2012 

IN012047 

1,844,184.56 

30/07/2012 

1,844,184.56 

4 

2012/08/10 

FNB OB 

000081555 

HWALI 

BUSINESS 

ENTER 

-4 299 
355.40 

29/02/2012 

R 22 

4,299,355 

10/08/2012 

4,299,355 




7,504,768.26 







The completeness of the creditors balance worth R145 228 332 disclosed in the annual financial 
statements cannot be verified. 


Cause 

Lack of review of creditors listing by Management at year end 
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Impact 

Trade Creditors may be understated in the financial statements. 

Internal control deficiency 

Prepare regular, accurate and complete financial and performance reports that are supported and 
evidenced by reliable information 

Recommendation 

We recommend that there must be an implementation of proper and relevant controls to ensure 
that all laws and regulations are fully complied with 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Cash and cash equivalents 

71. EX.2 - Cash and cash equivalents new bank account opened and treasury not informed. 
Audit finding 

In terms of Section 9(a) of the Municipal Finance Management Act (MFMA) the accounting officer 
of a municipality must within 90 days notify the relevant Provincial Treasury and the Auditor 
General in writing, after the municipality has opened a new bank account. 

He must submit documentation of the name of the bank where the account has been opened, the 
type and number of the account. 


New bank account has been opened during the financial year and no notification was given to the 
provincial Treasury and the Auditor General as required by the Act. The details are as follows: 


Details 

Description 

Name of bank where account is held 

First National Bank 

Type of account 

Transactional referencing account 

Account Number 

62352023304 


Cause 

Management are reluctant to comply with laws and regulations. 

Impact 

Municipality's bank accounts may be inappropriately utilised without transactions be accounted for 
by municipal management. 


Internal control deficiency 

Management does not perform an oversight responsibility regarding compliance with laws and 
regulations. 


Recommendation 

It is recommended that proper controls must be implemented to ensure that all laws and 
regulations are fully complied with in regard to all the municipality's transactions. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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72. EX.7 - Cash and cash equivalents new bank account not disclosed in the Annual 
Financial statements. 

Audit finding 

In terms of Section 125 (2)(a) of the Municipal Finance Management Act (MFMA), the notes to the 
financial statements must disclose in respect of each bank account held by the municipality during 
the financial year: 

1. The name of the bank where the account is or was held. 

2. Type of account. 

3. Opening and year end balances in each of these bank accounts. 

Nature 

During our audit of cash and cash equivalents, we identified that the following bank account and 
details thereof were not disclosed in the Annual financial statements: 


Name of Bank 

First National Bank 

Account number 

62352023304 

Type of account 

Transactional referencing account 


Root cause 

Management were not aware of the requirement to disclose new bank account or they were aware 
but then chose not to disclose. 

Impact on annual financial statements 

Municipality's funds may not be used for the intended purpose, and may not be properly disclosed. 


Internal control deficiency 

Financial and performance management 

Management does not perform an oversight responsibility regarding compliance with laws and 
regulations. 


Recommendation 

We recommend that management must implement proper and relevant controls to ensure that all 
laws and regulations are fully complied with. 


Management response 
No responses received. 
Auditor’s conclusion 
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Commitments 

73. EX.57 - Commitments_ Limitation of scope 
Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

Supporting tender documents to confirm the commitments valued at Rl, 480,774.97 was not 
submitted for auditing. Therefore, we could not verify the accuracy, validity completeness of 
commitments as disclosed in note 25 of the annual financial statements. 


# 

Contract 

date 

Project Number 

Project Description 

Amount 

1 

29/02/2012 

BLMA/IPTOILETS/2011/12 

Vip Toilets 

1,096,340.40 

2 

12/10/2010 

BLMW/S276/2010/11 

Installation of water meters in 
Bushbuckridge 

272,434.57 

3 

09/09/2011 

BLM//SP016M/W2010/11 PHASE 

2 

Upgrading of 

Thulamahashe Stadium Phase 2 

112,000 


Total 1,480,774.97 


Root cause 

Management did not ensure that there is full and proper record keeping 

Impact on annual financial statements 

Commitment schedule could not be tested for accuracy and completeness, therefore commitments as 
disclosed in note 25 on the annual financial statements might misstated 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 
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We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


74. EX.72 - Commitments_ Mid-year budget and performance assessment 
Audit finding 

In terms of Section 62(1) of the Municipal Finance Management Act The accounting officer of a 
municipality must by 25 January of each year — 

(a) Assess the performance of the municipality during the first half of the financial year, taking into 
account — 

1. The monthly statements referred to in section 71 of MFMA for the first half of the financial 
year 

2. The municipality’s service delivery performance during the first half of the financial year, 
and the service delivery targets and performance indicators set in the service delivery and 
budget implementation plan; the past year’s annual report, and progress on resolving 
problems identified in the annual report; and 

3. The performance of every municipal entity under the sole or shared control of the 

4. municipality, taking into account reports in terms of section 88 from any such entities; and 

(b) Submit a report on such assessment to the mayor of the municipality; 

Cause 

An amount of R222, 162,868 committed to infrastructure projects was not submitted to council for 
approval 

Impact 

None compliance with laws and regulations might results in financial misstatements 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

Council should approved all financial commitment and make provision for in the coming financial 
period. 
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Auditor’s conclusion 

Management response noted, however the exception stands as the finding is not resolved. 


Employee costs 

75. EX.145 - Employee costs reconciliation of salaries paid. 


Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

We performed recalculations of salary payments for the month of February 2012 to June 2012, and 
noted that the total amount as per the reconciliation does not balance with the total amount paid as 
per the bank deposit report. 


Month 

Reconciliation 

Amount as per Bank 
deposit list 

Difference 




February 

9,397,474.87 

9,393,519.68 

(3,955.19) 

March 

9,517,414.87 

9,541,063.09 

23,648.22 

April 

10,098,016.88 

10,092,641.88 

(5,375) 

June 

9,655,768.59 

9,605,407.59 

50,361 


The cause is that management are reluctant to comply with laws and regulations by not performing 
a proper review of work done by junior employees, thus leading to errors not detected. 

The impact is that there are no proper controls in place to ensure that work done by junior 
personnel is reviewed and errors detected. 


Internal control deficiency 


Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that there must be an implementation of proper and relevant controls to ensure 
that all laws and regulations are fully complied with. 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


76. EX.182 - Employee Costs - Non submission of salary runs 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


Classification annual bonuses could not be audited due to not submission of Salary runs from July 
2011 - January 2012 not received 

Cause 

Management did not ensure that there is full and proper record keeping. 

Impact 

Employee related costs as Annual Bonuses R892, 633.17 and medical aid R19, 719.95 could not 
be tested for classification, and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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77. EX.186 - Employee costs Limitation of scope(Terminated employees' files and 
supporting documents) 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

Termination of employment services could not be audited because management did not submit the 
following information requested. 


1. Personnel files for: 


No 

Employee no 

Employee name 

1 

16665139 

PE Mbowane 

2 

S005110 

NJ Ndlovu 

3 

S001941 

NT Phuku 


2. The following documents were not attached in the personnel files submitted: 

- F Kubayi - Proof of discharge 

- P Mbombi - Death certificate 

It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence 
without the above listed information not received. 

Therefore we couldn’t satisfy ourselves as to the occurrence, validity, accuracy, completeness and 
cut off of employees' terminations. 

Cause 

Management did not ensure that there is full and proper record keeping. 
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Impact 


Terminations of employment services could not be tested for occurrence, validity, accuracy. 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


78. EX.187 - Employee costs limitation of scope(Leave) 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


Leave administration could not be audited because management did not submit the following 
information requested, 

1. The leave report from July 2011 to June 2012. It was not possible to perform alternative 
procedures to obtain sufficient appropriate audit evidence without the leave report not received. 
Therefore we couldn’t satisfy ourselves as to the occurrence, accuracy, classification and cut off of 
leave administration. It was not possible to perform alternative procedures to obtain sufficient 
appropriate audit evidence without the salary runs and the report for overtime not received. 
Therefore we couldn’t satisfy ourselves as to the validity, accuracy, completeness and cut off of 
employee costs. 

Cause 

Management did not ensure that there is full and proper record keeping. 

Impact 

Leave administration could not be tested for occurrence, accuracy, classification and cut off. 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 
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Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


General IT controls 
79. EX.18 - IT controls 
Audit finding 

1. INFORMATION TECHNOLOGY GOVERNANCE 

1.1 INFORMATION SECURITY OFFICER 

Information security responsibilities had not been delegated to an information security 
officer. 

If information security is not formally assigned to a designated officer/employee, information 
assets might not be adequately protected and accountability could not be established for all 
aspects of information and technology security within the entity. 

1.2 SERVICE LEVEL AGREEMENTS 

A Service Level Agreement (SLA) did not exist for the Payday system. 

There is a risk that the service provided will not be at the appropriate level if a Service Level 
Agreement was not entered into. 

2. SECURITY MANAGEMENT 
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2.1 INFORMATION TECHNOLOGY SECURITY POLICY 

A formal approved information technology (IT) security policy had not been established by 
IT management. 

Without an IT security policy there is no formalised procedures to follow to minimise the risk 
of errors, fraud and the loss of data confidentiality, integrity and availability. 

2.2 PATCH MANAGEMENT STANDARDS AND PROCEDURES 

IT management does not have standards and procedures in place to ensure that the 
municipality would remain up to date with the most recently discovered security 
vulnerabilities. Controls had not been designed to ensure that appropriate security updates, 
patches and hot fixes would be installed on the server and workstation systems. 

The lack of a process, standards and procedures to ensure that the appropriate security 
updates, patches and hot fixes would promptly be identified and installed increases the risk 
of the system being compromised, damaged or exploited by way of unauthorised remote 
access to the system, unauthorised execution of code, elevation of privileges and denial-of- 
service attacks. 

3. USER ACCESS MANAGEMENT 

3.1 USER ACCCUNT MANAGEMENT PCLICY 

A formal and approved user account management policy is not in place. 

The lack of formal approved user account management processes could result in user 
account management activities not being dealt with in a consistent manner and might even 
lead to unauthorised access being gained to the system. 

3.2 FCRMAL ACCESS REQUEST DCCUMENTATICN 

Formal access request documentation was not completed for registering users, changing 
access rights, effecting password resets and terminating access rights. 

The lack of formal access documentation could result in the inability to monitor the 
authorisation of access granted to the system. Furthermore inappropriate access could be 
used to perform unauthorised transactions and would consequently not be detected. 

3.3 PERICDIC REVIEWS CF ACCESS RIGHTS AND PRIVILEGES 

Processes were not in place to ensure that reviews would periodically be undertaken to 
determine whether employees’ current access and privileges on the Payday system were 
commensurate with their job responsibilities. 

If the functions allocated to application users are not timely reviewed, it could result in users 
having functions that are not commensurate with their job descriptions. 

3.4 REVIEW CF SYSTEM CCNTRCLLER’S ACTIVITIES 
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A formally process is not in place for the independent reviews of activities of the person 
responsible for granting users access to financial systems. 

The lack of reviews of person responsible for granting users access could lead to 
unauthorised access being gained to the system as inappropriate access granted might not 
be detected. 


4. PROGRAM CHANGE MANAGEMENT 

4.1 APPLICATION CHANGE CONTROL STANDARDS AND PROCEDURES 

Formally documented and approved program change control policies and procedures were 
not in place to detail the process that should be followed when system updates were made 
to application systems. 

The lack of a standard policy/procedure for program change management could result in 
unauthorised system updates being made to systems, consequently introducing updates 
that do not address user requirements. 

5. IT SERVICE CONTINUITY 

5.1 BACKUP AND RETENTION STRATEGY 

Backup and retention strategy had not been designed for the Payday system to ensure that 
backups would regular be performed to enable the municipality to recover critical data in 
the event of a disaster. Without formal backup and retention standards might be followed in 
the performance of backups, which could have the effect that the organisation would not be 
able to recover critical data in the event of a disaster. 

5.2 BACKUPS PERFORMED, VERIFIED AND CHECKED FOR SUCCESSFUL COMPLETION 
(Ex 11) 


Backup registers/checklists/screen dumps were not maintained for the Pastel and Payday 
systems by the backup operator, or checked by the supervisor, or stored for a certain 
period. 

If backups are made but backup registers/checklists/screen dumps are not effectively 
maintained and checked by the supervisor, the supervisor might not even be aware of 
backups that have not been successfully made and the organisation might consequently 
not be able to recover all its data in the event of a disaster. 


Internal control deficiency 

1. INFORMATION TECHNOLOGY GOVERNANCE 

1.1 INFORMATION SECURITY OFFICER 


Leadership - Oversight responsibility: 
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Management had not formally delegated the responsibility in writing to an information 
security officer to ensure that information security would be effectively administered. 


1.2 SERVICE LEVEL AGREEMENTS 

Leadership - Implementation of appropriate key controls (policies and procedures): 

The lack of SLAs could be attributed to the failure to assign the task of implementing SLAs 
with service providers to an appropriately skilled/competent staff member. 

2. SECURITY MANAGEMENT 

2.1 INFORMATION TECHNOLOGY SECURITY POLICY 

Leadership - Implementation of appropriate key controls (policies and procedures) 

IT management had not designed a formal approved IT security policy. This deficiency could 
be attributed to the failure to assign the task to an appropriate staff member. 

2.2 PATCH MANAGEMENT STANDARDS AND PROCEDURES 

Leadership - Implementation of appropriate key controls (policies and procedures): 

IT management had not designed formal patch management standards and procedures. 
This deficiency could be attributed to the failure to assign the task to an appropriate staff 
member. 


3. USER ACCESS MANAGEMENT 

3.1 USER ACCOUNT MANAGEMENT POLICY 

Leadership - Implementation of appropriate key controls (policies and procedures) 

Appropriate key controls were lacking due to the fact that ICT management had not 
designed an adequate user account management policy. This deficiency could be attributed 
to the failure to assign the task of designing adequate user account management policy to 
an appropriate staff member. 

3.2 FORMAL ACCESS REQUEST DOCUMENTATION 

Leadership -: Implementation of adequate key controls (policies and procedures) 

Appropriate key controls were lacking due to the fact that ICT management had not 
designed an adequate user account management policy. This deficiency could be attributed 
to the failure to assign the task of designing adequate user account management policy to 
an appropriate staff member. 


3.3 PERIODIC REVIEWS OF ACCESS RIGHTS AND PRIVILEGES 

Leadership - Implementation of adequate key controls (policies and procedures): 
Appropriate key controls were lacking due to the fact that ICT management had not 
designed adequate user account management standards and procedures. This deficiency 
could be attributed to the failure to assign the task of designing adequate user account 
management standards and procedures for the Payday system to an appropriate staff 
member. 
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3.4 REVIEW OF SYSTEM CONTROLLER’S ACTIVITIES 

Leadership - Implementation of adequate key controls (policies and procedures): 

Appropriate key controls were lacking due to the fact that ICT management had not 
designed adequate user account management standards and procedures. This deficiency 
could be attributed to the failure to assign the task of reviewing the activities of the system 
administration to an appropriate staff member 

4. PROGRAM CHANGE MANAGEMENT 

4.1 APPLICATION CHANGE CONTROL STANDARDS AND PROCEDURES 

Leadership - Implementation of appropriate key controls (policies and procedures): 

The municipality’s management had not prioritised the development and implementation of 

application change control policies and procedures, which could be attributed to the failure 

to assign the task to an appropriately skilled/competent staff member. Furthermore, the 

municipality did not have the required skills to develop the change management policy due 

to vacancies with the IT department 

5. IT SERVICE CONTINUITY 

5.1 BACKUP AND RETENTION STRATEGY 

Leadership - Implementation of appropriate key controls (policies and procedures): 

The task of implementing adequate backup and retention strategy for the systems had not 
been assigned to an accountable staff member. This deficiency could also be attributed to 
the lack of funds and resources for the backup infrastructure. 

5.2 BACKUPS PERFORMED, VERIFIED AND CHECKED FOR SUCCESSFUL COMPLETION 


Leadership - Implementation of appropriate key controls (policies and procedures): 

The task of implementing adequate backup and retention strategy for the systems had not 
been assigned to an accountable staff member. This deficiency could also be attributed to 
the lack of funds and resources for the backup infrastructure. 


Recommendation 

1. INFORMATION TECHNOLOGY GOVERNANCE 

1.1 INFORMATION SECURITY OFFICER 

Management should consider increasing the IT staff capacity to allow roles and 
responsibilities to be allocated to different staff members to ensure the provision and 
maintenance of effective IT security that is in line with business requirements and good 
practices. The entity should obtain the skills needed to implement the policies, e.g. via 
training. 
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The control should be implemented within six to 12 months. 


1.2 SERVICE LEVEL AGREEMENTS 

Management should ensure that Service Level Agreements are entered into with service 
provider for Payday. 

The control should be implemented immediately. 


2. SECURITY MANAGEMENT 

2.1 INFORMATION TECHNOLOGY SECURITY POLICY 


IT management should assign the task to an appropriate staff member. IT security policy 
should be developed, approved and implemented by management. 


2.2 PATCH MANAGEMENT STANDARDS AND PROCEDURES 


Management should design formal standards and procedures to ensure that the municipality 
would timely be alerted to the most recently discovered security vulnerabilities. Controls 
should also be implemented to ensure that appropriate security updates, patches and hot 
fixes are installed on the servers and workstation systems. 

The following should be considered in this regard: 

It should be ensured that the necessary resources are available to allow the municipality to 
remain up to date with the most recently discovered security vulnerabilities. 

Management should approve the policy, standards and procedures at executive 
management level, according to their approval framework. 

Management should implement a formal process to ensure that the municipality would 
remain up to date with the most recently discovered security vulnerabilities. 

The control should be implemented within two to three months. 


3. USER ACCESS MANAGEMENT 

3.1 USER ACCOUNT MANAGEMENT POLICY 

The user account management policy should be approved by management. 
The control should be implemented immediately. 

3.2 FORMAL ACCESS REQUEST DOCUMENTATION 


Formal access request documentation should be completed for registering users, changing 
access rights, effecting password resets and terminating access rights. Furthermore, 
management should specifically assign the task of monitoring compliance with the user 
account management policy to ensure adherence thereto. 

The controls should be implemented within three months. 


3.3 PERIODIC REVIEWS OF ACCESS RIGHTS AND PRIVILEGES 
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Management should ensure that a user account management policy and procedures are 
developed and documented. 

The control should be implemented within three months. 

3.4 REVIEW OF SYSTEM CONTROLLER’S ACTIVITIES 

Management should ensure that the reviews of system controllers’ activities should be a 
requirement within the user account management policy. The user account management 
policy should govern IT goals and activities and ensure that key processes are established 
to ensure that system controller activities are periodically reviewed. 

The control should be implemented immediately. 

4. PROGRAM CHANGE MANAGEMENT 

4.1 APPLICATION CHANGE CONTROL STANDARDS AND PROCEDURES ( 

Application change control standards and procedures should be designed, formally 
approved by management and implemented. 

The control should be implemented within the next three months 

5. IT SERVICE CONTINUITY 

5.1 BACKUP AND RETENTION STRATEGY 


Backup and retention strategy should be formalised and approved by management to 
ensure that backups would regularly be performed and tested and that data could be 
successfully restored in the event of a disaster 

The control should be implemented within two to three months. 

5.2 BACKUPS PERFORMED, VERIFIED AND CHECKED FOR SUCCESSFUL 
COMPLETION 

Backup standards and procedures should be formalised and approved by management to 
ensure that backups would regularly be performed and tested and that data could be 
successfully restored in the event of a disaster. Routinely backing up data and maintaining 
backup registers/checklists, this should be signed off by the operators and the supervisor to 
ensure timely and effective recovery in the event of a disaster 
The control should be implemented immediately. 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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Heading 1 

80. EX.IO - Policies not approved 
Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 


Nature 


Municipal management did not approve the following policies to ensure that the municipality 
maintains effective, efficient and transparent systems of financial and risk management: 

• Supply chain management 

• Asset management 

• Retention policy not in place 

• Creditors policy 


Formal code of ethics and/or professional conduct communicating ethical and moral 
standards and addressing acceptable operational practices and conflict of interest are not 
periodically acknowledged by signature from all employees; 

Root cause 

Management have not reviewed policies as required by the Act 
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Policies not reviewed and approved by municipal manager, might not be aligned and/or updated 
with the relevant requirement by laws and regulations. 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should ensure that policies are reviewed and approved by 
municipal manager, after being aligned and/or updated with the relevant requirement by laws and 
regulations. 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


81. EX.27 - Inadequate mechanisms to identify risks to the municipality arising from 
external factors. 


Audit finding 

Section 62 of the municipal finance management act states that the accounting officer of the 
municipality is responsible for managing the financial administration of the municipality, and must 
for this purpose take all the reasonable administration of the municipality, and must for this 
purpose take all the reasonable steps to ensure: 

- That full and proper records of the financial affairs of the municipality are kept in accordance with 
any prescribed norms and standards 

Nature 

When performing an understanding of business processes related to risk management, we have 
identified that processes followed regarding the credit risk for disclosure of risk assessment as 
required by IFRS 7 amounting to R651,174,647 was not identified and documented 


Financial Instrument 

651,174,647 

FNB Bank 

4,636,903 

Standard bank 

146,031 

Trade and other receivables 

646,391,713 


Root cause 


There is no control in place to monitor that all the items disclosed in the annual financial 
statements have supporting evidence 
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Impact on annual financial statements 

Items disclosed in the annual financial statements might not be accurate, valid and complete 

Internal control deficiency 

Financial and performance management 

The systems are not documented in the policy and procedures manual and the results of the 
monitoring process are not routinely communicated to all managers and staff 

Recommendation 

We recommend that management should determine processes for identification of risks resulting 
from business, political, and economic changes 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


82. EX.8 - Prior year external audit findings 
Audit finding 

Section 131 (1) of the MFMA requires management of the council to address any issues raised by 
the Auditor-General. 

Nature 

As per review of the documents inspected for auditing, we have noted that issues raised by 
Auditor-General in prior year management and audit reports were not substantially addressed. 
Refer below for some of the prior year external audit findings: 

• Management does not periodically evaluate and approve the organisational structure and 
make changes as necessary in response to changing conditions 

• Payments are not processed within 30 days. 

Root cause 

Management did not develop and monitor an action plan to address issues raised by the Auditor 
General. 

Impact on annual financial statements 

The Municipality's effectiveness in the financial reporting may not be improved if the correct 
measures as recommended are not put into action. 

Internal control deficiency 

Leadership 



197 


Management report of Bushbuckridge Local Municipality 


Control weaknesses are not analysed, and appropriate follow-up actions are not taken that 
address root causes 

Recommendation 

We recommend that management should address issues raised by the Auditor General timely. 
Action plans on issues raised should be developed and progress monitored accordingly 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Heading 4 

83. EX.37 - SCM deviations_ Incorrect disclosure of SCM deviations 
Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 


Nature 


Through inspection of the AFS we discovered that SCM deviations were incorrectly disclosed, as 
we obtained a listing amounting to R 5 457 434 and the deviations were approved by council thus 
are not deemed to be irregular expenditure. A schedule of SCM processes deviations should also 
be attached as an annexure to the annual financial statements 

Root cause 

There was no proper review of the annual financial statements to ensure that all the disclosure 
notes complies with the relevant reporting framework 

Impact on annual financial statements 

The impact is that Supply Chain Management deviations may be understated and irregular 
expenditure overstated. 
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Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that management should remove the approved deviations amount from irregular 
expenditure note and attach a schedule of SCM processes deviations as an annexure to the 
annual financial statements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Immovable assets 

84. EX.103 - Fixed assets_ limitation of scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality to submit to the National Treasury, the provincial treasury, the 
department for local government in the province or the Auditor-General such information, returns, 
documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

Additions amounting to R3, 363,030 for intangible assets and property plant and equipment amounting to R 
127, 659, 399.73 could not be audited because management did not submit the following payment vouchers 
It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence without 
payment vouchers. 

Therefore we couldn’t satisfy ourselves as to the valuation, rights, classification and completeness of 
additions for intangible assets, property plant and equipment. 


Land 


No 

Assets No 

Description 

Purchased date 

Amount 

1 

X5263 

Formalization Of College View 

2012/06/30 

791,096.03 

2 

X50920 

Servicing Of Site At Maviljan Township 

2012/06/30 

49,362.85 

3 

TATINFR006 

Urp: Formalization 

2012/06/30 

159,057.36 
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Building 


No 

Assets No 

Description 

Purchased 

date 

Amount 

1 

X5268 

Disabled Center 

2012/06/30 

4,560,018.60 

2 

X50510 

Construction Of New Municipal Regional Offices 

In Maviljan And Hluvukani 

2012/06/30 

107,725.46 

3 

X50530 

Construction Of Pmu Offices In Bushbuckridge 

2012/06/30 

327,686 

4 

L00162 

Toilets 

2012/06/30 

428,400 

5 

X50410 

Extension Of BIm Office Complex 

2012/06/30 

876,441.36 

6 

X50830 

Marite Centre For Disabled 

2012/06/30 

3,326,543.10 

7 

X50520 

Mig Pmu Management 

2012/06/30 

3,422,879.90 

8 

X50770 

Dwarsloop Satellite Disaster Management Centre 

2012/06/30 

5,353,960.60 

9 

TATINFR003 

Disabled Centre Maviljan 

2012/06/30 

1,907,672.35 

10 

TATINFR004 

Disabled Center 

2012/06/30 

194,042.25 

11 

TATINFR021 

Construction Of Learners Class 

2012/06/30 

32,479.91 


Infrastructure 


No 

Assets 

No 

Description 

Purchased 

date 

Amount 

1 

X5195 

Construction Of Bridge From Acornhoek To 

Powerline 

2012/06/30 

2,024,550.96 

2 

X5197 

Tarring Of Internal Street To Dwarsloop 

2012/06/30 

96,187.59 

3 

X5198 

Construction Of Bridge From Share To Hluvukane 

2012/06/30 

3,139,615.79 

4 

X5199 

Tarring Of Road Ximhungwe To Lisbon 

2012/06/30 

3,262,649.43 

5 

X5200 

Construction Of Bridge - Sommerset To Lilldale 

2012/06/30 

2,338,559.30 

6 

X5203 

Construction Of Bridge Sandford To Marite (Sandford 
B) 

2012/06/30 

1,744,382.30 

7 

X5206 

Reconstruction Of Mkhuhiu Main Road 

2012/06/30 

2,250,515.43 

8 

X5207 

Tarring Of Road From Hoxani To Goromani And 
Madras 

2012/06/30 

1,399,048.05 

9 

X5208 

Tarring Of Road From Mkhuhiu To Mashonameni 
Phase 3 

2012/06/30 

2,982,295.75 

10 

X5212 

Tarring Of Roads And Culvets From Shatale To Zone 

2012/06/30 

1,053,395.77 

11 

X5213 

Tarring Of Internal Streets Thulamahashe 

2012/06/30 

1,002,159 

12 

X5230 

Upgrading Of Sewerage Treatment Works 

2012/06/30 

6,587,100 

13 

X5231 

Refurbishment Of Sewerage System 

2012/06/30 

385,369.48 

14 

X5220 

Construction Of Sport Fields Phase 2 

2012/06/30 

936,555.77 

15 

X5222 

Fencing And Lightning Of Old Stadium 

2012/06/30 

1,481,892.50 

16 

X5240 

Acornhoek Bulk Main Craigburn/Rooibok (A6) 

2012/06/30 

3,216,414.50 

17 

X5242 

Water Reticulation : Motbidi/Relani 

2012/06/30 

922,722.01 

18 

X5243 

Construction Of Bulk Line From Ludlow Bulk To 
Hlabekisa (B9) 

2012/06/30 

799,001.10 

19 

X5244 

Construction Of Bulk Water Supply (B20) 

2012/06/30 

5,162,341.10 

20 

X5246 

Construction Of Bulk From Mariti To Alexandria (B5) 

2012/06/30 

4,689,500.10 

21 

X5248 

Construction Of Bulk Distribution Network Mariti 

Phase 2 (AlO) 

2012/06/30 

1,224,705.80 

22 

X5251 

Bulk Water Supply Mariti Phase 2 (B6) 

2012/06/30 

3,581,859.78 

23 

X5252 

Construction Of Bulk Water Supply (B18) 

2012/06/30 

12,931,462 

24 

X5192 

Mapulaneng Traffic Station Phase 2 

2012/06/30 

1,233,835.80 


.'>■ 
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25 

X5190 

Tsakane - Mandiyane Road 

2012/06/30 

664,609.02 

26 

X5232 

Phelandaba Water Reticulation 

2012/06/30 

5,436.28 

27 

X41450 

iA/ater Supply / Reticulation 

2012/06/30 

488,579.11 

28 

BBR2X06 

Construction Of Bridge 

2012/06/30 

7,806.21 

29 

X51260 

Bulk Water Meter Supply In Casteel 

2012/06/30 

8,880 

30 

BBR3V14 

Roads Asphalt Surface 

2012/06/30 

9,292 

31 

X51280 

Inyaka Bulk Water Meters: Hluvukane 

2012/06/30 

12,384 

32 

BBR2X05 

Construction Of Bridge 

2012/06/30 

13,845.92 

33 

X51070 

Refurbishment Of Mathibela Sports Field 

2012/06/30 

18,398.08 

34 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

19,040 

35 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

21,420 

36 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

22,260 

37 

BBR3U02 

Roads Gravel Surface 

2012/06/30 

22,960 

38 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

23,240 

39 

X51110 

Inyaka Bulk Water Supplycasteel To Zoeknog A 

2012/06/30 

24,569.07 

40 

BBR2X05 

Construction Of Bridge 

2012/06/30 

25,584.94 

41 

X51240 

Provision Of Bulk Water Meters: Acornhoek Region 

2012/06/30 

26,403 

42 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

26,828.37 

43 

BBR3U02 

Roads Gravel Surface 

2012/06/30 

32,760 

44 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

33,740 

45 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

35,140 

46 

BBR2X06 

Construction Of Bridge 

2012/06/30 

37,158.18 

47 

BBR2X06 

Construction Of Bridge 

2012/06/30 

37,158.18 

48 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

38,500 

49 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

40,460 

50 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

42,000 

51 

X51310 

Bulk Water Meter Supply In Shatale 

2012/06/30 

43,450 

52 

X51030 

Upgrading Of Thulamahashe Stadium Phase 4 

2012/06/30 

45,990.64 

53 

X50820 

Construction Of Mkhuhiu Makert Stalls 

2012/06/30 

49,122.81 

54 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

49,840 

55 

X51290 

Bulk Water Supply In Marite 

2012/06/30 

52,500 

56 

X51250 

Bulk Water Supply In Angincourt 

2012/06/30 

52,700 

57 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

55,300 

58 

X22230 

iA/aste Purification Works Structure 

2012/06/30 

57,832.24 

59 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

63,560 

60 

X51230 

Construction Of Brenda Water Reticulation 

2012/06/30 

64,590.18 

61 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

65,169.15 

62 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

66,567.56 

63 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

66,780 

64 

X50720 

Construction Of Screpeng Mandiyani Water 
Reticulation 

2012/06/30 

66,810.53 

65 

X51710 

Fence 

2012/06/30 

68,421.05 

66 

X50490 

Upgrading Of Mhala Testing Station 

2012/06/30 

79,671.38 
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67 

BBR3V14 

Construction Of Bridge 

2012/06/30 

80,646.53 

68 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

82,823.05 

69 

BBR2X06 

Construction Of Bridge 

2012/06/30 

84,658.40 

70 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

85,680 

71 

BBR2X06 

Construction Of Bridge 

2012/06/30 

89,018.45 

72 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

92,540 

73 

BBR7B01 

Roads Gravel Surface 

2012/06/30 

92,710.78 

74 

X50760 

Construction Of Basket Ball, Boxing, Tennis Court & 
Swimming Pool 

2012/06/30 

98,245.61 

75 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

101,360 

76 

X50500 

DItc In Hluvukani, Shatale And Mkhuhiu Phase 1 

2012/06/30 

102,439.13 

77 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

103,180 

78 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

105,560 

79 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

106,540 

80 

BBR2X06 

Construction Of Bridge 

2012/06/30 

106,844.47 

81 

X51270 

Bulk Water Main Supply In Dwarsloop 

2012/06/30 

114,910 

82 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

116,060 

83 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

117,040 

84 

BBR5S07 

Construction Of Bridge 

2012/06/30 

117,220 

85 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

118,720 

86 

BBR5S07 

Construction Of Bridge 

2012/06/30 

120,239.11 

87 

X51320 

Inyaka Bulk Water Supply In Thulamahashe 

2012/06/30 

122,247.37 

88 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

123,340 

89 

BBR7B01 

Roads Gravel Surface 

2012/06/30 

123,788.45 

90 

L00167 

Tennes Court 

2012/06/30 

125,000 

91 

L00168 

Netball Court 

2012/06/30 

125,000 

92 

L00169 

Basketball Court 

2012/06/30 

125,000 

93 

BBR4E04 

Construction Of Bridge 

2012/06/30 

125,250 

94 

X20430 

Waste Purification Works Structure 

2012/06/30 

134,637.50 

95 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

135,318.55 

96 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

135,428.29 

97 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

140,000 

98 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

140,000 

99 

BBR4E03 

Construction Of Bridge 

2012/06/30 

140,012.34 

100 

BBR5H15 

Roads Gravel Surface 

2012/06/30 

142,456.14 

101 

X51100 

Inyaka Bulk 

2012/06/30 

143,288.85 

102 

X51130 

^cornhoek Bulk Maincasteel To Wales 
Branch/Motlamogale 

2012/06/30 

152,563.77 

103 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

154,000 

104 

BBR2X06 

Storm Water Concrete 

2012/06/30 

155,647.38 

105 

BBR2X06 

Construction Of Bridge 

2012/06/30 

156,967.71 

106 

X51300 

Bulk Water Supply In Maviljan 

2012/06/30 

160,399.65 

107 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

167,803.56 

108 

X51560 

Phelandaba Water Reticulation 

2012/06/30 

169,439.01 
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109 

X51220 

Irearh Metsi Water Reticulation 

2012/06/30 

175,568.34 

110 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

182,000 

111 

BBR4E00 

Roads Gravel Surface 

2012/06/30 

182,000 

112 

BBR2X06 

Construction Of Bridge 

2012/06/30 

190,947.79 

113 

BBR2X06 

Construction Of Bridge 

2012/06/30 

213,133.86 

114 

BBR2X06 

Construction Of Bridge 

2012/06/30 

214,458.97 

115 

BBR3V14 

Roads Gravel Surface 

2012/06/30 

220,344.64 

116 

BBR4E01 

Roads Gravel Surface 

2012/06/30 

222,126.78 

117 

X51620 

Hoxane To Goromane 

2012/06/30 

223,116.75 

118 

X51720 

Soccer Field 

2012/06/30 

227,085.90 

119 

X50860 

Construction Of Bridgetintswalo To Nurses Qu 

2012/06/30 

227,616.95 

120 

BBR3U01 

Roads Gravel Surface 

2012/06/30 

238,000 

121 

BBR2X06 

Construction Of Bridge 

2012/06/30 

271,954.92 

122 

BBR2X06 

Construction Of Bridge 

2012/06/30 

274,864.08 

123 

X22210 

iA/aste Purification Works Structure 

2012/06/30 

292,026.03 

124 

BBR3U00 

Roads Gravel Surface 

2012/06/30 

294,000 

125 

BBR1F14 

Roads Gravel Surface 

2012/06/30 

304,783.04 

126 

BBR5S07 

Construction Of Bridge 

2012/06/30 

325,080 

127 

BBR5S07 

Construction Of Bridge 

2012/06/30 

339,472.18 

128 

X50630 

Construction Of Marongwane To Thusanang Road 

2012/06/30 

350,870.30 

129 

BBR2X07 

Roads Gravel Surface 

2012/06/30 

354,693.97 

130 

BBR5S07 

Construction Of Bridge 

2012/06/30 

364,556.61 

131 

L00166 

Fence 

2012/06/30 

417,566.23 

132 

BBR5S07 

Construction Of Bridge 

2012/06/30 

423,389.66 

133 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

447,262.30 

134 

X50990 

Traffic Lights In BIm 

2012/06/30 

473,684.22 

135 

X51500 

iA/ater Reticulation At Bodlabongolo 

2012/06/30 

478,309.61 

136 

BBR4E03 

Construction Of Bridge 

2012/06/30 

493,644.66 

137 

BBR5S07 

Construction Of Bridge 

2012/06/30 

508,728.67 

138 

X51050 

Construction Of Mkhuhiu Market Stalls 

2012/06/30 

527,809.84 

139 

X51730 

Soccer Field 

2012/06/30 

529,867.10 

140 

X22410 

iA/aste Purification Works Structure 

2012/06/30 

558,663.24 

141 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

574,662.66 

142 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

586,692.31 

143 

X20260 

Highmast Lights 

2012/06/30 

591,615.56 

144 

X50440 

Construction Of Bridge From Dumpries Ac 

2012/06/30 

607,721.55 

145 

X50650 

Refurbishment Of Sethlare, Rooiboklagte, Zoeknog 
And Shatale Water Treatment Plants. 

2012/06/30 

609,010.70 

146 

X22220 

Waste Purification Works Structure 

2012/06/30 

623,245 

147 

X50640 

Upgrading Of Thulamahashe Internal Streets Phase 

2 

2012/06/30 

668,163.35 

148 

X22200 

iA/aste Purification Works Structure 

2012/06/30 

687,719.30 

149 

X50690 

Construction Of Casteel Sports Complex 

2012/06/30 

692,432.59 

150 

X51460 

Bulk Water Supply In Casteel And Maviljan Area 

2012/06/30 

770,501.68 
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151 

BBR4E04 

Construction Of Bridge 

2012/06/30 

832,171.35 

152 

X50560 

Construction Of Lisbon To Ximungwe Tar Road 

2012/06/30 

939,138.08 

153 

X50790 

Construction Of Street At Maviljan (Prev.Proj. 
Eq/Rb/307211 

2012/06/30 

995,537.41 

154 

BBR4E03 

Construction Of Bridge 

2012/06/30 

1,128,475.20 

155 

X51170 

^cornhoek Bulk Maincragieburn/Rooiboklaagte 

2012/06/30 

1,153,290.30 

156 

X50970 

Construction Of Bridge Technical Powerline 

2012/06/30 

1,160,080.70 

157 

BBR7B00 

Roads Gravel Surface 

2012/06/30 

1,171,081.20 

158 

X51610 

Gamthakathi To Wales Road 

2012/06/30 

1,239,541.70 

159 

X50540 

Isakani/Mandiyani Road 

2012/06/30 

1,275,440.90 

160 

X50580 

Hoxane To Goromane Road Phase 2 

2012/06/30 

1,286,947.20 

161 

BBR7A02 

Roads Gravel Surface 

2012/06/30 

1,446,792.10 

162 

X51150 

Inyaka/Thulamahashe /Ludlow MainZ/Kumana To 
Ludlow Branch 

2012/06/30 

1,474,957.90 

163 

X51200 

Inyaka Bulk Water Supply: Shatale Reservior 

2012/06/30 

1,562,540.80 

164 

X51160 

/\cornhoek Bulk Main :Acornhoekterminal Branch 

2012/06/30 

2,020,842.50 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to additions in relation to intangible assets, property plant and equipment could not be 
tested for valuation, rights, classification and completeness 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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85. EX.122 - Limitation of scope: Certificate of completion 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality to submit to the National Treasury, the provincial treasury, the 
department for local government in the province or the Auditor-General such information, returns, 
documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

1. Transfers to infrastructure amounting to R 3 121 827 could not be audited because 
management did not submit the following certificate of completion. It was not possible to 
perform alternative procedures to obtain sufficient appropriate audit evidence without 
certificate of completion. 

2. Therefore we couldn’t satisfy ourselves as to the valuation, rights, classification and 
completeness of the transfers to infrastructure assets. 


No 

Project ref No 

Amount 

1 

8100/8103/11/1101AA/IP/EQU/BLMR/R061 

190,710.53 

2 

8100/8104/11/1101/ADDI/MIG/BLMM/018 

2,931,112.07 


Cause 

Management did not ensure that there is full and proper record keeping 
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Impact 

Working in progress transferred to infrastructure couid not be tested for compieteness 

Internal control deficiency 

Management did not impiement proper record keeping in a timeiy manner to ensure that compiete, 
reievant and accurate information is accessibie and avaiiabie to support financiai and performance 
reporting. 

Recommendation 

We recommend that management shouid ensure that fuii and proper records are kept in a timeiy 
manner to ensure that compiete, reievant and accurate information is accessibie and avaiiabie to 
support financiai and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


86. EX.147 - Depreciation is not disclosed under PPE note 
Audit finding 

in terms GRAP 17 paragraph 82 of Disciosure, the financiai statements shaii disciose, for each 
ciass of property, piant and equipment recognised in the financiai statements: 

(a) The measurement bases used for determining the gross carrying amount, 

(b) The depreciation methods used, 

(c) The usefui iives or the depreciation rates used, 

(d) The gross carrying amount and the accumuiated depreciation (aggregated with accumuiated 
impairment iosses) at the beginning and end of the period, and 

(e) A reconciiiation of the carrying amount at the beginning and end of the period showing: 

(i) Additions, 

(ii) Disposais, 

(iii) Acquisitions through business combinations, 

(iv) increases or decreases resuiting from revaiuations under paragraphs .39, .49 and .50 and from 
impairment iosses recognised or reversed directiy in net assets under the Standard of GRAP on 
impairment of Assets, 

(v) impairment iosses recognised in surpius or deficit in accordance with the Standard of GRAP 

(vi) impairment iosses reversed in surpius or deficit in accordance with the Standard of GRAP on 
impairment of Assets, 
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(vii) depreciation 

Nature 

We inspected the annual financial statement and noted that depreciation for the year under review 
was not disclosed under the property plant and equipment note. Only accumulated amount of 
depreciation was disclosed. 

Cause 

Lack of review of financial statement before they are submitted for audit 

Impact 

Non compliance with disclosure requirements of GRAP 17 resulting in overstatement of property 
plant and equipment 


Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 


Recommendation 

Management should disclose property plant and equipment based on the requirements of GRAP 
17 paragraph 82.A a reconciliation of the carrying amount at the beginning and end of 
the period should include depreciation as part of reconciling term. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Inventory 

87. EX.lOO - lnventory_ Cashbook does not provide key fields 
Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 

Nature 

1. The cash book on inventory items does not provide the key identification field to 
enable selection of the inventory purchases. 
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2. Therefore, we were unable to select purchases of inventory that can be traced to the 
inventory valuation report in order to satisfy ourselves with the completeness of inventory 
valued at R3, 389, 736. 79 as disclosed in note 2 to the annual financial statements 

Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Inventory might be misstated 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that the general ledger is adequately detailed to 
provide sufficient information for audit trail 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


88. EX.35 - lnventories_ internal control deficiency 
Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

1. (a) The assets of the municipality, including the safeguarding and the maintenance of 
those assets. 

2. (b) The liabilities of the municipality. 
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(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

1. (a) that the municipality has and maintains a management, accounting and information 
system that account for the assets and liabilities of the municipality: 

2. (b) that the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

3. (c) that the municipality has and maintains a system of internal control of assets and 
liabilities, including an asset and liabilities register, as may be prescribed 


Nature 


During the audit of understanding the municipality's level of controls, we have identified the 
following control deficiency: 

- Inventory stock count was not conducted quarterly 

- Stock count sheets are not pre numbered 

- Monthly stock requisition is not signed by the reviewer. 

- stock count sheets are not signed by counters 

- Inventory received not recorded in the register. J. 17. 3 

Root cause 

Management did not develop and monitor internal controls and municipal official lack 
understanding with regard to performing their duties. There is a lack of proper communication 
between management and their subordinates. 

Impact on annual financial statements 

Inventory records may be misstated in the annual financial statements 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that management should ensure that: 

• Inventory stock count is conducted quarterly 

• Stock count sheets are pre numbered 

• Stock requisition is reviewed monthly 

• Stock count sheets are signed by counters 

• Inventory register is updated regularly 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


89. EX.66 - lnventories_ limitation of scope 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 
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Invoices for inventory purchases valued at R 33,438.17 were not available for audit purposes 


No. 

Item Code 

Item Description 

Warehouse 

Group 

Unit Cost{R) 

2 

DT-4500MANTION 

DT-4500 Mangeta 
Foner 

Stores 

Stationery 

2,921.60 

3 

DUSTBIN85 

Dustbin 85lt 

MKUHL 

Building 

219 

5 

HPLASERJET125A 

FIP LaserJet 125A 

Black cartridge 

Stores 

Stationery 

1,798.51 

6 

HTHCHLORINES25 

HTH Chlorine 25kg 

FHULA 

Chemicals 

980.41 

7 

KHH400080IND 

Induct Dual 

KHH400080 

FHULA 

Plumbing 

2,300 

8 

KYOCERTK18 

Kyocera TK18 

Cartridge 

Stores 

Stationery 

1,266.67 

10 

POLYTPIPROL63 

Polythene Pipe Roll 
63mm 

FHULA 

Plumbing 

2,852 

11 

PVCPIP200/6 

PVP Pipe 200mmx6m 

MKUHL 

Plumbing 

754.28 

12 

PVCSAD250 

PVC Saddle 250mm 

FHULA 

Plumbing 

864 

13 

ROBOTCPU 

ROBOTCPU 

Stores 

Electricity 

2,000 

14 

ERAFREDLIGHT 

Traffic Red Light 

Stores 

Electricity 

2,500 

15 

UPVCPIPE250 

UPVC Pipe 250mm 

FHULA 

Electricity 

1,187.29 

16 

UPVCREDSOCllO 

UPVC Reducing 

Socket 110mm x 

75mm 

FHULA 

Plumbing 

1,380.50 

17 

UPVCSTRCOUP25 

UPVC Straight 
coupling 25mm 

MKUHL 

Plumbing 

2,500 

20 

WATMETER15 

Water meter 15mm 

FHULA 

Plumbing 

388.94 

24 

STREETLAMP230 

Street lamp 230w 

Stores 

Electricity 

988.91 

25 

SHEFTEERS36 

Shefteers 36 

FHULA 

Plumbing 

1,112 

26 

RISOINK 

Riso Ink 

Stores 

Stationery 

1,359.1 

27 

HPLASERJET125A 

FIP LaserJet 125A 
Magenta 

Stores 

Stationery 

2,672.64 

28 

CONTTC1D4011P7 

Contactor 

FC1D4011P7 

Stores 

Electricity 

1,410 

30 

AIRVALV25 

Air Valve 25mm 

FHULA 

Chemicals 

1,972.32 


Total R 33,428.17 
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Root cause 

Management did not ensure that there is full and proper record keeping 

Impact on annual financial statements 

The valuation of inventory disclosed in the annual financial statement cannot be verified. 


Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 
Information submitted. 

Auditor’s conclusion 

1. Documents which support unit cost of the following items (invoices and/or delivery 
notes) were received.: 


No. 

Item Code 

Item Description 

Warehouse 

Group 

Unit 

Cost(R) 

Status 

1 

CB542HPYECAP 

CB 542A FIP LaserJet 
Magenta Catridge 

Stores 

Stationery 

1180 

received 

4 

GASCYLINDER68 

Gas Cylinder 68kg 

FHULA 

Equipment 

1457.5 

Received 

9 

PIPWRENCPLR2/5 

Pipe Wrench Plier 2" 
50mm 

FHULA 

Plumbing 

1469.66 

Received 

18 

yjRANGGALVF/GT 

VJ-Range Galvanized 
Flange Tee 150mm 

FHULA 

Plumbing 

2900 

Received 

19 

WATMETERIOO 

Water Meter 100mm 

FHULA 

Plumbing 

3639 

Received 

21 

WATMETER65(1) 

Water Meter 65mm 

FHULA 

Plumbing 

2988 

Received 

22 

WATMETER80 

Water Meter 80mm 

□WARS 

Plumbing 

3300 

Received 

23 

XERPE1142TON 

Xerox PE1142e TONER 

Stores 

Stationery 

1064 

Received 

29 

ALLMSULFATE50 

Alluminium Sulphate 
50kg 

FHULA 

Chemicals 

338 

Received 
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31MTYPEKWHITEPA 


A4 typek white paper- 
Rims 


Stores 


Stationery 


29.45 


Received 


90. EX.81 - lnventories_ no periodic reconciliation of the stock records 
Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 


Nature 
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1. Management did not perform periodic reconciliation of stock records to stock count listing 
as well as to purchases recorded in the cashbook. 

2. Management do not have sufficient controls in place to ensure that all inventory purchases 
recorded in the cash book are reconciled with the stock records 

Cause 

Management did not implement sufficient controls to ensure that inventory that should be recorded 
is actually recorded. 

Impact 

Inventory purchased and not delivered and recorded in the stock records might not be identified 
and followed up 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that management must ensure that periodic reconciliation of the stock records to 
stock count listings as well as to purchases recorded in the cashbook are performed. 

• All purchases not recorded in the stock records must be identified and followed up 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Investment property 

91. EX.149 - Investment property: list of vacant land not submitted for audit 
Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality to submit to the National Treasury, the provincial treasury, the 
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department for local government in the province or the Auditor-General such information, returns, 
documents, explanations and motivations as may be prescribed or as may be required. 


Nature 


Investment property could not be audited because management did not submit the register of 
vacant land. It was not possible to perform alternative procedures to obtain sufficient appropriate 
audit evidence as to the completeness of investment properties without a register of vacant land. 
Therefore we couldn’t satisfy ourselves as to the completeness of investment property. 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Investment property might be understated 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Movable assets 

92. EX.109 - lnventory_ incomplete disclosure 
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Audit finding 

Section 62 of the municipal finance management act states that the accounting officer of the 
municipality is responsible for managing the financial administration of the municipality, and must 
for this purpose take all the reasonable administration of the municipality, and must for this 
purpose take all the reasonable steps to ensure that full and proper records of the financial affairs 
of the municipality are kept in accordance with any prescribed norms and standards. 


Nature 


Water inventory at year end was not included in the inventory items as disclosed in the financial 
statements for the year ended 30 June 2012 

Cause 

Management does not perform proper oversight to ensure that the items in the Annual financial 
statements are properly disclosed 

Impact 

Inventory may be understated in the financial statements. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that management should perform proper oversight to ensure that the items in the 
Annual financial statements are properly disclosed 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


93. EX.137 - Additions for other assets are not disclosed 
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Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

We inspected the annual financial statement submitted for audit and determined that there are 
no additions with regard to other assets. However when reviewing the fixed assets register, we 
noted the following additions were procured during the year under review. 


Other assets 


No 

Assets NO 

Description 

Purchased date 

Amount 

1 

6386 

Clx-3185 Samsung Print/Scan/Fax/Copy 

2011/08/31 

3,913.33 

2 

6387 

Clx-3185 Samsung Print/Scan/Fax/Copy 

2011/08/31 

3,913.33 

3 

6389 

Clx-3185 Samsung Print/Scan/Fax/Copy 

2011/08/31 

3,913.33 

4 

6385 

Ricoh Aficio Mp C2051 Print/Scan/Fax/Copy 

2011/08/31 

58,153 

5 

5920 

Ricoh Aficio Mp C3001 Print/Scan/Fax/Copy 

2011/10/17 

92,153.51 

6 

5700 

yeriton M265 Acer Pc 

2011/08/04 

9,592 

7 

6356 

Veriton M265 Acer Pc 

2011/08/04 

9,592 

8 

5908 

E732Z Dell Laptop 

2011/10/07 

4,499 

9 

5699 

17" Acer Led Monitor 

2011/08/04 

2,398 

10 

5698 

17" Acer Crt Monitor 

2011/08/04 

2,398 

11 

6397 

17" Acer Led Monitor 

2011/08/04 

2,398 

12 

6399 

17" Acer Led Monitor 

2011/08/04 

2,398 

13 

8695 

Probook 4530S Hp Laptop 

2012/04/23 

7,851.79 

14 

6398 

Pavilion Dv6 Hp Laptop 

2011/12/08 

10,200 

15 

6309 

Pavilion Dv6 Hp Laptop 

2011/12/08 

10,200 

16 

6400 

LaserJet 1536Dnf Hp Print/Scan/Fax/Copy 

2011/08/04 

990 

17 

6310 

Pavilion Dv6 Hp Laptop 

2011/12/08 

10,200 

18 

6311 

E Series Vpceal54G Sony Laptop 

2011/12/08 

13,400 

19 

6355 

yeriton M265 Acer Pc 

2011/08/04 

9,592 

20 

6549 

Wood 2 Door & 2 Glass Door Display Cabinet 

2012/04/18 

3,980 

21 

6515 

Black Leather Hb S&T Arms Chair 

2012/04/18 

3,750 

22 

6586 

Black Leather Hb S&T Arms Chair 

2012/04/18 

11,380 

23 

6591 

Black Leather Hb S&T Arms Chair 

2012/04/18 

3,980 

24 

6587 

Wood 5 Drawer & 1 Roller Door Credenza L-Shape 
Desk 

2012/04/18 

18,620 

25 

5942 

Wood 2 Glass Door & 3 Drawers Display Cabinet 

2011/09/01 

3,892.18 

26 

6383 

Black Leather Hb S&T Arms Chair 

2011/09/01 

3,500.16 

27 

5953 

Wood 2 Glass Door & 3 Drawers Display Cabinet 

2011/09/01 

3,892.18 

28 

6359 

Black Leather Hb S&T Arms Chair 

2011/09/01 

3,500.16 

29 

6362 

Black Leather Hb S&T Arms Chair 

2011/09/01 

3,500.16 

30 

5964 

Wood Rectangle Desk 

2011/09/01 

1,535.40 
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31 

5968 

Wood 3 Drawer Pedestal - Wheels 

2011/09/01 

1,586.74 

32 

5957 

Wood 2 Glass Door & 3 Drawers Display Cabinet 

2011/09/01 

3,892.18 

33 

6312 

Black Leather Hb S&T Arms Chair 

2011/09/01 

3,500.16 

34 

5955 

Wood Rectangle Desk 

2011/09/01 

1,535.40 

35 

5956 

Wood 3 Drawer Pedestal - Wheels 

2011/09/01 

1,586.74 

36 

6556 

Black Vinyl Leather Hb S&T Arms Chair 

2012/02/14 

3,700 

37 

6546 

Black Vinyl Leather Lb Arms Chair 

2012/02/14 

2,800 

38 

6550 

Black Vinyl Leather Lb Arms Chair 

2012/02/14 

2,800 

39 

6536 

Wood 2 Door & 3 Shelve Storage Cupboard 

2012/02/14 

5,800 

40 

6531 

Wood 3 Drawer & 2 Sliding Door Credenza L-Shape 
Desk 

2012/02/14 

8,900 

41 

5910 

Black Lb Arms Chair 

2011/09/11 

1,250 

42 

5912 

Black Lb Arms Chair 

2011/09/11 

1,250 

43 

5917 

Black Lb Arms Chair 

2011/09/11 

1,250 

44 

6518 

Black Vinyl Leather Hb S&T Arms Chair 

2012/02/14 

3,700 

45 

6505 

Black Vinyl Leather Lb Arms Chair 

2012/02/14 

2,800 

46 

6594 

Black Vinyl Leather Lb Arms Chair 

2012/02/14 

2,800 

47 

6542 

Wood 2 Door & 3 Shelve Storage Cupboard 

2012/02/14 

5,800 

48 

6578 

Wood 1 Door 4 Drawer L-Shape Desk 

2012/02/14 

8,900 

49 

5915 

Wood 25 Holes Pigeonhole Cabinet 

2011/08/03 

9,800 

50 

6565 

Black Hb Arms Chair 

2012/02/14 

2,800 

51 

6382 

Black Lb S&T Arms Chair 

2011/09/01 

3,500.16 

52 

5959 

Wood 3 Drawer Pedestal - Wheels 

2011/09/01 

1,586.74 

53 

5961 

Wood 3 Drawer Pedestal - Wheels 

2011/09/01 

1,586.74 

54 

5638 

Computer Acer Cpu 

2011/08/04 

9,592 

55 

5696 

Computer Acer Cpu 

2011/08/04 

9,592 

56 

No Asset 

NoBl 

Ricoh Copier With Ardf 

2012/01/18 

106,779.06 

57 

FRJ 763 MP 

Bmw X5 (Black Mayoral Vehicle Reg Frj 763 Mp) 

2011/09/30 

713,217.50 

58 

5697 

Computer Acer Monitor 

2011/08/04 

2,398 

59 

08695A 

Hp Pro Book Seris 

2012/04/23 

6,836 

60 

5924 

Laptop Emachines E7322 

2011/10/07 

4,499 

61 

5933 

Seater Computer Carrel X35 

2011/08/03 

55,825 

62 

05925A 

Single Loose Card Tray 

2011/08/03 

270 

63 

6388 

Visitors Chair 

2011/08/22 

2,950 

64 

6392 

Executive Desk 

2011/08/22 

8,100 

65 

6393 

Pedestal Drawer 

2011/08/22 

2,700 

66 

6394 

Two Glass Door&One Solid Door Wall Unit 

2011/08/22 

10,500 

67 

6395 

Credenza 

2011/08/22 

2,700 

68 

6396 

Highback Chaiir 

2011/08/22 

3,500 

69 

6931 

Visitors Chair 

2011/08/22 

2,950 

70 

6390 

Laptop Emachines E7322 

2011/10/07 

4,499 

71 

6560 

High Back Chair 

2012/02/14 

3,700 

72 

No Asset 

NoB3 

Olivetti D-Color Mf201-3000 Series 

2011/08/03 

113,875 
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73 

5932 

Credenza 

2011/09/11 

2,800 

74 

No Asset 

NoB2 

Region Hole 5Tier (8 Shelf) 

2011/07/07 

5,500 

75 

5922 

Laptop Emachines E7322 

2011/10/07 

4,499 

76 

5923 

Laptop Emachines E7322 

2011/10/07 

4,499 

77 

5969 

Laptop Emachines E7322 

2011/10/07 

4,499 

78 

5909 

Laptop Emachines E7322 

2011/10/07 

4,499 

79 

5913 

Laptop Emachines E7322 

2011/10/07 

4,499 

80 

5919 

Laptop Emachines E7322 

2011/10/07 

4,499 

81 

5949 

Pedestal Drawer 

2011/09/01 

1,586.74 

82 

5951 

Pedestal Drawer 

2011/09/01 

1,586.74 

83 

5954 

Pedestal Drawer 

2011/09/01 

1,586.74 

84 

6363 

Highback Chair 

2011/09/01 

3,500.16 

85 

No Asset 

NoB5 

Wall Unit Half Glass Doors 

2011/09/01 

3,892.18 

86 

5396 

Visitors Chair 

2011/09/11 

1,250 

87 

5974 

Desk 

2011/09/11 

6,500 


1,522,089.51 


Cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact 

There is an understatement of property plant and equipment 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


94. EX.138 - Fixed assets_ disposals not disclosed on AFS 
Audit finding 


.'>■ 
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In terms of section 14 of MFMA, Disposal of capital assets, 

(1) A municipality may not transfer ownership as a result of a sale or other transaction or otherwise 
permanently dispose of a capital asset needed to provide the minimum level of basic municipal 
services. 

(2) A municipality may transfer ownership or otherwise dispose of a capital asset other than one 
Contemplated in subsection (1), but only after the municipal council, in a meeting open to the 
public — 

(a) Has decided on reasonable grounds that the asset is not needed to provide the minimum level 
of basic municipal services; and 

(b) Has considered the fair market value of the asset and the economic and community value to 
be received in exchange for the asset. 

(3) A decision by a municipal council that a specific capital asset is not needed to provide the 
minimum level of basic municipal services, may not be reversed by the municipality after that asset 
has been sold, transferred or otherwise disposed of. 


Nature 


The municipality disposed movable assets valued at R905 234 (VAT inclusive) on the 29th of June 
2012, however when inspecting annual financial statement and fixed asset register, we verified that 
there were no disposal of other assets disclosed on the notes of annual financial statement. 

Cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact 

Understatement of disposals 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


95. EX.157 - Fixed assets other assets not verified 
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Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality: 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 

Nature 

The following list of other assets was selected from the asset register and could not be physically 
verified at their respective regions. 


iChain Barcode 

Full Description 

Serial No 

Cost 

Region 

Casteel Region 

01868 

15" Crystalview Crt Monitor 

A01A11816449 

1,011.82 

01478 

Km-1620 Kyocera Printer 

AGH13163485 

8,032.22 

Thulamahashe Region 

03014 

Motor Vehicle Ldv Toyota 

DYH559MP 

122,018 

Unknown 

05408 

Motor Vehicle Nissan Ldv 

DYB 393 

555,795 

Unknown 


In addition to the above mentioned query, we also noted that the following assets are not in good 
working condition. However they are not tested for impairment. 


iChain 

Barcode 

Full Description 

Serial No 

Region 

Carring amount 

05781 

Rhp-26E/Rhp-26C Aveon 
Air Con 

J AAOG BA4006305000244 

Acornhoek Region 

2,607.97 

05770 

Rhp-26E/Rhp-26C Aveon 
Air Con 

J AAOG BA3006305000399 

Acornhoek Region 

2,950.90 

05710 

Rhp-26E/Rhp-28C Aveon 
Air Con 

J AAOG BA4006305000075 

Shatale Region 

2,840.05 

05826 

Rhp-26E/Rhp-26C Aveon 
Air Con 

ADMNP75LF8G485520 

Thulamahashe 

Region 

7,598.13 





15,997.05 


Cause 

There is a lack of proper safeguarding of assets and impairment test. 

Impact 

There is an overstatement of other assets. 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 
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Recommendation 

Management should ensure that municipal assets are properly safeguarded and for all assets that 
are not in good working condition, they should be tested for impairment. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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96. EX.169 - Fixed assets: vehicles disclosed as part of other assets 
Audit finding 

In terms of GRAP 1 paragraph 36 each material class of similar items shall be presented 
separately in the financial statements. Items of dissimilar nature or function shall be presented 
separately unless they are immaterial. 

Nature 

Vehicles with net book value of Rll, 438,474 were disclosed as part of other assets. GRAP 
requires that material class of similar items should be presented separately on financial statement. 

Cause 

There is a lack of review of financial statement before they are submitted for audit. 

Impact 

Non compliance with GRAP 1 (presentation of financial statements) 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Recommendation 

Management should present vehicles separately in financial statement as they are material in 
nature 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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97. EX.3 - Fixed assets_ disposal prior to the council approval 
Audit finding 

In terms of section 14 of MFMA, Disposal of capital assets, 

(1) A municipality may not transfer ownership as a result of a sale or other transaction or otherwise 
permanently dispose of a capital asset needed to provide the minimum level of basic municipal 
services. 

(2) A municipality may transfer ownership or otherwise dispose of a capital asset other than one 
Contemplated in subsection (1), but only after the municipal council, in a meeting open to the 
public — 

(a) Has decided on reasonable grounds that the asset is not needed to provide the minimum level 
of basic municipal services; and 

(b) Has considered the fair market value of the asset and the economic and community value to 
be received in exchange for the asset. 

(3) A decision by a municipal council that a specific capital asset is not needed to provide the 
minimum level of basic municipal services, may not be reversed by the municipality after that asset 
has been sold, transferred or otherwise disposed of. 


Nature 


Items of property plant and equipment were disposed on the 29 June 2012 prior to the council 
approval which was obtained on the 19 July 2012 through council resolution number 
BLM/16/05/12/2012/13. Total payment of R 843, 365.24 net of 5% sellers commission and 
advertising costs was paid into the by municipality bank account. 

Root cause 

Management proceeded with the disposal of fixed assets without the proper approval by municipal 
council 

Impact on annual financial statements 

Non compliance with laws and regulations might have a negative impact on the municipality to 
function effectively, efficiently and economically. 

Internal control deficiency 


Leadership 


Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance with laws and regulations 

Recommendation 

It is recommended that municipal management should fully comply with the requirement of the 
Municipal System Act and MFMA; we also recommend that an asset management unit should be 
established to assist the municipal manager with the municipal assets management as required by 
the Act. 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Operating expenditure 

98. EX.105 - Procurement Awards to persons in service of the state 
Audit finding 

In terms of the Bushbuckridge Local Municipality's Supply Chain Management Policy: 

General Conditions Applicable to Bids and Quotations 

13. The municipality shall not consider a bid or quote unless the bidder who submitted the bid or 
quote: 

c) Has indicated whether: 

1. The provider is in the service of the state, or has been in the service of the state, or has been in 
the service of the state in the previous twelve months 

Nature 

The following awards were made to persons in the service of the state and we could not obtain 
sufficient appropriate evidence that a declaration stating that they are are not employees of the 
state was made by them: 


No 

Name of Supplier 

Name of 
owner 

Employer 

Occupation 

Awards made for the 
year ended 30 June 
2012 

1 

Shlamariso General 
Trading 

J L Dikgale 

Mpumalanga: 

Education 

Teacher 

R 27,933.37 

2 

Similo Construction and 
Catering 

M Mokwena 

Mpumalanga: 

Education 

Teacher 

R 13,164.50 


R 41,097.87 


Cause 

Management does not monitor whether the controls for supply chain are being correctly 
implemented 


Impact 

Understatement of irregular expenditure by R41, 097.87 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that management should exercise oversight responsibility regarding internal 
controls relating to supply chain management 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


99. EX.106 - Procurement Limitation of scope 
Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

Awards made to liquidated and deregistered suppliers valued at R 1,301,854.16 could not be 
audited because management did not submit the following below listed information. It was not 
possible to perform alternative procedures to obtain sufficient appropriate audit evidence without 
the required information. 

Therefore we couldn’t satisfy ourselves as to the validity, accuracy and completeness of the 
transactions relating to liquidated and deregistered suppliers 

The following information was not supplied for audit purposes: 


# 

Supplier 

fransaction date 

Amount 

Description 

1 

Minit Print Nelspruit 

15-Dec-12 

R 36,976.99 

rest report book 

2 

Khozemi 

Constructions 

04-May-12 

R 3,190.01 


3 

Leleta & Enky 
Enterprise 

04-May-12 

R 54,950 


4 

Benjani Constructions 

D4-May-12 

R 12,725.83 


5 

Anix Trading 43 

05-Dec-12 

R 131,203.20 


6 

Mamaseko Building 

D4-May-12 

R 25,891.85 


7 

Senny Trading CC 

12-Jul-ll 

R 175,200 

Gravelling 

8 

Ndumiso 

14-Aug-ll 

R 1,485 

Catering 
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9 

Dumakude Business 
Enterprise 

19-Jul-ll 

R 196,749.72 

Repairs 

10 

Ilifu Trading 

28-Oct-ll 

R 56,687.53 


13 

Matrix Warehouse 
Nelspruit 

20-Jan-12 

R 3,506 

External Hard Driver 

14 

Remadimo Trading 

20-Jul-ll 

R 12,000 

Decoration during 
Mayoral Inauguration 

15 

Bayekaneng Trading 

12-Dec-ll 

R 11,100 

Hiring of two tents 

16 

Gingirikani Trading 
Enterprise 

19-Jul-ll 

R 6,000 

Catering during Mayoral 
nauguration 

17 

Bekiswayo Tours & 
Logistics 

19-Nov-ll 

R 6,900 

r ransport 

18 

Marolpha Trading 

07-Mar-12 

R 2,695 

Catering 

19 

Glenwish 

Construction and 
Projects CC 

04-May-12 

R 4,380 


20 

Monaselo Trading 

And Project 

03-Aug-ll 

R 14,800 


21 

Mpapele’s Music 
Publishers 

23-Sep-ll 

R 5,000 

Sound system 

22 

Haliman's Catering 

D9-Sep-ll 

R400 

Catering 

23 

Cheleni Trading 

15-Dec-ll 

R 127,868 

Extention of Storm 

Water 

24 

BT and Monaleng 
Construction 

04-May-12 

R 220,421.46 


25 

Swoxonga Trading 

21-Nov-ll 

R 160,500 

Pest Control 

26 

MRMP Suppliers and 
Logic 

21-Dec-ll 

R 31,223.57 

Purchase of cleaning 
material 


R 1,301,854.16 



Cause 
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Management did not ensure that there is a full and proper record keeping 

Impact 

An amount of Rl, 301,854.16 relating to procurement (liquidated and deregistered suppliers) Note 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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100. EX.ll - Expenditure_ Payment not approved by the CFO as per sub-delegation 
Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control 

Nature 

An amount of R183, 401.39 was processed and paid to the supplier without the proper 
authorisation and approval for payment by Chief Financial Officer and Municipal manager 


No. 

Name of supplier 

Order no. 

Supplier invoice 

date of payment 

Amount paid 

1 

Babata Pumps 

BLM000038 

112059 

07-Mar-12 

183,401.39 








Total amount 183,401.39 


Root cause 

Management did not ensure that proper controls have been established in regard to financial 
management 

Impact on annual financial statements 

Payments to suppliers may be made for goods and services that was not received by municipality 
resulting in an unauthorised expenditure 

Internal control deficiency 

Financial and performance management 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that all payments vouchers should not be capture onto the system and processed 
without an approval and authorisation by Chief Financial Officer 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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101. EX.113 - Procurement Staff Members Do not Declare Financial Interest 

Audit finding 

Bushbuckridge Local Municipality's Private Work and Declaration of Interest/s Policy Para 6.2 
requires employers to provide declaration of interest 

It was noted that where a staff member who or whose spouse, partner or business associate or 
close family member acquired or stands to acquire any direct benefit from a contract concluded 
with the municipality, he/ she must disclose in writing, full particulars of the benefit to Council as 
required by the Municipal Systems Act. 

Nature 

The following employee did not declare to council that the spouse stands to acquire any direct 
benefit from a contract with the municipality: 


No 

Name of Employee 

Position 

Name of supplier 

Relationship to 
employee 

Amount Awarded 

1 

Mr. A.R Themba 

rechnicians 

Swilaveko Trading 
Enterprise 

Spouse 

R 6,032.50 


Cause 

Management does not monitor whether the controls for supply chain are being correctly 
implemented 

Impact 

Non - compliance with the Bushbuckridge Local Municipality's Private Work and Declaration of 
Interest/s Policy resulting to irregular expenditure 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that all staff members should declare their financial interest annually 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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102. EX.114 - Procurement _Deviation not approved by the designated official 


Audit finding 

In terms of the Municipal Supply Chain Management Regulation: 

36. Deviation from, and ratification of minor breaches of procurement process 

2) The accounting officer must record the reasons for any deviations in terms of sub regulation (1) 
(a) and (b) and report them to the next meeting of council, or board of directors in the case of a 
municipal entity, and include a note to the annual financial statements 


Nature 

Deviation valued at R197, 200 which relates to supply of traffic books which were needed urgently 
during the festive season for enforcement during the festive season, was not reported to council 
and not disclosed in the notes to the annual financial statements 


# 

Supplier 

Payment date 

Amount 





1 

Skhulile Stationery 

13-Dec-ll 

R 197,200 


Cause 

Management does not monitor whether the controls for supply chain are being correctly 
implemented 

Impact 

Understatement of irregular expenditure by R197, 200.00 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

The supply management unit needs to compile a deviation register which should be reviewed on a 
monthly basis and forwarded to the accounting officer 


Management response 

No responses received. 
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103. EX.118 - Procurement No approval by appropriately delegated official 


Audit finding 

Section 62 1(c) of the Municipal Finance Management Act states that the accounting officer is 
responsible for managing the financial administration of the municipality and must take reasonable 
steps to ensure it maintains effective, efficient and transparent systems of financial risk 
management and internal control 

Nature 

We could not obtain sufficient, appropriate audit evidence that the award for the following listed 
suppliers was made by appropriately delegated officials or committee. This is because there was 
no order form which was approved by the appropriately delegated official. 


# 

Supplier 

Transaction 

date 

Amount 

Description 







Swilaveko Trading 
Enterprise 

16-Apr-12 

R 6,032.50 

Catering 





Installation of 

2 

Umkhonto Construction 

26 July 2011 

R 189,240.01 

tanks and 
stands 


Cause 

Management does not monitor the implementation of the supply chain management policy 

Impact 

Understatement of irregular expenditure by R 195,272.50 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that management should exercise oversight responsibility regarding internal 
controls relating to supply chain management 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


104. EX.12 - Expenditure_ Invoices not paid within 30 days 


Audit finding 

In terms of the MFMA section 65(1) (2) (e), (1) the accounting officer of a municipality is 
responsible for the management of the expenditure of the municipality. (2)The accounting officer 
must for the purpose of subsection (1) take all reasonable steps to ensure that all money owing by 
the municipality be paid within 30 days of receiving the relevant invoice or statement, unless 
prescribed otherwise for certain categories of expenditure. 

Nature 

Management did not take all reasonable steps to ensure that all money owing by the 
municipality was paid within 30 days of receiving the relevant invoice from the service providers 


No 

Supplier's name 

Description 

Invoice date 

Payment date 

No. Of days 
outstanding 

Amount 

1 

(Comaf 1) 

Babata Pumps 

Plumbing material 

14-Dec-ll 

07-Mar-12 

80 days 

183 401.39 

2 

Born to protect 
security 

Security services 

30-Jun-ll 

2011/09/21 

81 days 

70,262.31 

3 

Card production 

Card production 

31-05-2011 

2011/07/11 

41 days 

32,625 


Root cause 

Management did not ensure that sufficient monitoring and review of compliance with the applicable 
laws and regulations was adhered to at all times 


Impact on annual financial statements 

Municipality might incur an interest on outstanding payments resulting in fruitless and wasteful 
expenditure 
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Internal control deficiency 

Financial and performance management 

Management did not review and monitor compliance with applicable laws and regulations 

Recommendation 

We recommend that management should implement proper controls around SCM and creditors 
function to ensure that all outstanding payments are being paid within 30 days. 

A register to record all invoices as they are submitted by service providers might assist to keep 
track of all outstanding payments. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


105. EX.120 - Procurement Abuse of Supply Chain Regulations 

Audit finding 

In terms of the Bushbuckridge Local Municipality's Supply Chain Policy Para 191.1 deviations from 
the Procurement Process 

The Municipal Manager may dispense with the official procurement processes established by this 
Policy, and procure any required goods or services through any convenient process, which may 
include direct negotiation, but only in respect of any contract relating to an emergency where it 
would not be in the interests of the Municipality to invite bids. 


Emergency Dispensation 

191. The conditions warranting Emergency dispensation should include the existence of one or 
more of the following: 

195.1 The possibility of human injury or death; 

195.2 The prevalence of human suffering or deprivation of rights; 

195.3 The possibility of damage to property, or suffering and death of livestock and animals; 

195.4 The interruption of essential and support services critical to the effective functioning of the 
Municipality as a whole; 

195.5 The possibility of serious damage occurring to the natural environment; 

195.6 The possibility that failure to take necessary action may result in the Municipality not being 
able to render an essential community service; and 

192. The prevailing situation, or imminent danger, should be of such a scale and nature that it 
could not readily be alleviated by interim measures, in order to allow time for the formal 
procurement process. 



234 




Management report of Bushbuckridge Local Municipality 


193. Emergency dispensation shall not be granted in respect of circumstances other than those 
contemplated above. 

194. Where possible, in an emergency situation, three quotes in accordance with general 
acquisition management principles should be obtained and a report submitted to the Municipal 
Manager for approval. 


Nature 

The deviations listed below by the municipality do not meet the definition of deviation because they 
do not warrant an emergency dispensation: 


No 

Name of Supplier 

Region 

Amount 

1 

Matatamale Construction 

Acornhoek 

R 318,400 

2 

]ongilanga Trading CC 

Dwarsloop 

R 347,472 

3 

Matlala Nyapele Investment and plant 
hire 

Casteel 

R 331,200 

4 

Managawa Trading Enterprise 

Hluvukani 

R 304,000 

5 

Rethabile project 

Angincourt 

R 442,115.20 

6 

Rhombana Trading Enterprise 

rhulamahashe 

R 320,000 

7 

Rethabile project 

Maviljan 

R 442,115.20 

8 

Rethabile project 

Lillydale 

R 442,115.20 

9 

Rethabile project 

Mkhuhiu 

R 442,115.20 

10 

Senny Trading 

Lillydale 

R 378,000 

11 

Hambise Trading 

Mkhuhiu 

R 390,000 

12 

Beziway CC t/a Beziway Construction & 
Plant Hire 

Shatale 

R 313,785.60 

13 

Rethabile project 

Marite 

R 442,115.20 


Total 

R 4,913,433.60 


Cause 


Management misinterpreted the emergency dispensation as defined in the supply chain policy 


Impact 

Understatement of irregular expenditure by R 4,913,433.60 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


235 


Management report of Bushbuckridge Local Municipality 


Recommendation 

We recommend that management should exercise oversight responsibility regarding internal 
controls relating to supply chain management 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


106. EX.126 - Procurement Supply Chain Policy Deficiency 

Audit finding 

In terms of the Municipal Supply Chain Management Regulations 

16. Written or verbal quotation: 

A supply chain management policy must stipulate the conditions for the procurement of goods or 
services through written or verbal quotations, which must include conditions stating: 

a) that quotations must be obtained from at least three different providers preferably from, but not 
limited to, providers whose names appear on the list of accredited prospective providers of the 
municipality or municipal entity, provided that if quotations are obtained from providers who are not 
listed, such providers must meet the listing criteria in the SCM policy; 

c) That if it is not possible to obtain at least three quotation, the reasons must be recorded and 
reported quarterly to the accounting officer or another official designated by accounting officer 

d) That the accounting officer must record the names of the potential providers requested to 
provide such quotations with their quoted price 

17. Formal written price quotations: 

A supply chain management policy must stipulate that the conditions for the procurement of goods 
or services through formal written price quotations, which must include conditions stating: 

a) That quotations must be obtained in writing from at least three different providers whose names 
appear on the list of accredited prospective providers of the municipality or municipal entity by the 

c) that if it is not possible to obtain at least three quotations the reasons must be recorded and 
approved Chief financial officer an official designated by the chief financial officer or an 
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18 Procures for procuring goods or services through written or verbal quotations and 

formal written price quotations 

The SCM policy determines the procedure for the procurement of goods or services through 
written or verbal quotations or formal written price quotations, and it stipulates:- 

a) that all requirements in excess of R30 000 (VAT included) that are to be procured by means of 
formal written price quotations must be advertised for at least seven days on the website and an 
official notice board of the municipality or municipal entity; 

d) that the accounting officer or CFO must on a monthly basis be notified in writing of all written or 
verbal quotations and formal written price quotations accepted by an official acting in terms of a 
sub delegation: and 

e) Requirements for proper record keeping 

44 Prohibition on awards to person s in the service in the service of the state 

The supply chain management policy of a municipality or municipal entity must, 
irrespective of the procurement process followed, state that the municipality or municipal 
entity may not make any award to a 

b if that person is not a natural person, of which any director manager, principal shareholder or 
stakeholder in a person in the service if the state: or 

c) Who is an advisor or consultant contracted with the municipality? 

46 Ethical standards 

3c) contain measures to ensure that appropriate action is taken against any official or other role 
player who commits a breach of the code of ethical standards. 

4 A supply chain management policy must take into account the National Treasury's code of 
conduct for supply chain management practitioners and other role players involved in supply chain 
management 


Nature 


The Bushbuckridge Supply Chain Management Policy does not address the following issues as 
required: 

la) that quotations must be obtained from at least three different providers preferably from, but not 
limited to, providers whose names appear on the list of accredited prospective providers of the 
municipality or municipal entity, provided that if quotations are obtained from providers who are not 
listed, such providers must meet the listing criteria in the SCM policy; 

c) That if it is not possible to obtain at least three quotation, the reasons must be recorded and 
reported quarterly to the accounting officer or another official designated by accounting officer 

d) That the accounting officer must record the names of the potential providers requested to 
provide such quotations with their quoted price 

2a) that quotations must be obtained in writing from at least three different providers whose names 
appear on the list of accredited prospective providers of the municipality or municipal entity by the 

c) that if it is not possible to obtain at least three quotations the reasons must be recorded and 
approved Chief financial officer an official designated by the chief financial officer or an 
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3a) that all requirements in excess of R30 000 (VAT included) that are to be procured by means of 
formal written price quotations must be advertised for at least seven days on the website and an 
official notice board of the municipality or municipal entity; 

4a) that the accounting officer or CFO must on a monthly basis be notified in writing of all written 
or verbal quotations and formal written price quotations accepted by an official acting in terms of a 
sub delegation: and 

b) Requirements for proper record keeping 

5a) awards to a person who is not a natural person, of which any director manager, principal 
shareholder or stakeholder in a person in the service if the state: or 

b) Who is an advisor or consultant contracted with the municipality is prohibited 

6a) contain measures to ensure that appropriate action is taken against any official or other role 
player who commits a breach of the code of ethical standards. 

b) It does not take into account the National Treasury's code of conduct for supply chain 
management practitioners and other role players involved in supply chain management 


Cause 

Management did not align the Supply Chain Policy to Municipal Supply Chain Regulation 

Impact 

Management will not be able to establish internal controls to address non -compliance with laws 
and regulations because the Supply Chain Management Policy itself does not address all the 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management should revise the supply chain management policy in order to align with the 
Municipal Supply Chain Management Regulation 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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107. EX.127 - Procurement Limitation of scope 

Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required 

Nature 

1. Awards made to suppliers who did not have a VAT number captured in the 
accounting system valued at R417, 038, 32 could not be audited because management did not 
submit information listed below. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without the required information. 


Payment vouchers relating to the following transactions: 


# 

Supplier 

Transaction date 

Amount 

1 

Gaby Construction 

D4-May-12 

R 139,957.25 

2 

Gaza Homes 

D4-May-12 

R 28,643.91 

3 

Kagiso Trading 

04-May-12 

R 4,789.90 

4 

Kesetse Mahlatse Project 

D4-May-12 

R 14,343 

5 

Komico Trade 

D4-May-12 

R 28,446.08 

6 

Leleta & Enky Enterprise 

D4-May-12 

R 54,950 

7 

Leswinene Trading 

04-May-12 

R 145,908.18 


Total 


R 417,038.32 
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Cause 

Management did not ensure that there is a full and proper record keeping 

Impact 

Suppliers not registered for VAT might charge the municipality for vat resulting in irregular 
expenditure 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 

Information submitted. 


Auditor’s conclusion 

A gift register was submitted later and audited 


108. EX.129 - Procurement limitation of scope 

Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required 

Nature 

Awards made to suppliers with duplicated information valued at R237,603.86 as well as suppliers 
who are employed by other organ of state valued at R41,097.87, could not be audited because 
management did not submit information listed below. It was not possible to perform alternative 
procedures to obtain sufficient appropriate audit evidence without the required information. 

The following payment vouchers were not supplied for audit purposes: 

l.Duplication of Supplier Information 


The payment vouchers relating to the following transactions: 


No 

Supplier 

rransaction date 

Amount 

1 

Bayekaneng Trading 

27-Mar-12 

R 25,800 

2 

Makuse Trading 

08-Jul-ll 

R 65,960.40 

3 

Asht Entrerprise 

21-Nov-ll 

R 54,950 
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4 

Xiluva Technologies 

16-Jun-12 

R 24,300.20 

5 

Sifikile Printers 

lO-May-12 

R 56,708.26 

6 

Happyannele 

lO-May-12 

R 8,400 

7 

NIdumiso Trading 

14-Aug-ll 

R 1,485 


Total 


R 237,603.86 


2. Su 

ppliers Employed by the state 

No 

Name of Supplier 

Date 

Amount 

1 

Shlamariso General 
Trading 

04-May-12 

R 27,933.37 

2 

Similo Construction 
and Catering 

04-May-12 

R 13,164.50 


Total 


R 41,097.87 


Grand Total R 278,701.73 


Cause 

Management did not ensure that there is a full and proper record keeping 

Impact 

An amount of R 278 701.73 relating to procurement (suppliers identified as having duplicate 
supplier information as well as suppliers who were identified as being employees of the state) 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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109. EX.135 - Expenditure Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount of general expenses valued at R648, 096.74 could not be tested because invoices 
were not submitted for audit purposes. Therefore, we could not satisfy ourselves as to validity, 
accuracy and completeness of the expenditure incurred 

1. July 2012: 


No 

Date 

Reference 

expense 

Description 

Reference 

Description 

Amount 

1 

2012- 

07-05 

GRV0731 

FOREVER 

RESORTS(CENTURION) 

BLM001094 

Accommodation for 

Municipal Finance Man. 

3,333.33 

2 

2012- 

07-05 

GRV0731 

FOREVER 

RESORTS(CENTURION) 

BLM001094 

Accommodation for 

Municipal Finance Man. 

2,500 
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3 

2012- 

07-05 

GRV0731 

FOREVER 

RESORTS(CENTURION) 

BLM001094 

Accommodation for 

Municipal Finance Man. 

2,500 

4 

2012- 

07-05 

GRV0731 

FOREVER 

RESORTS(CENTURION) 

BLM001094 

Accommodation for 

Municipal Finance Man. 

2,500 

5 

2012- 

07-05 

GRV0731 

FOREVER 

RESORTS(CENTURION) 

BLM001094 

Accommodation for 

Municipal Finance Man. 

3,333.33 

6 

2012- 

07-06 

GRV0752 

NELSPRUIT HOTEL 

BLM000756 

Accommodation for plant 
operators 

12,070.19 

7 

2012- 

07-06 

GRV0755 

CANEFIELDS 

COUNTRY HOUSE 

BLMOOllOO 

Accommodation for 
executive Mayor 

1,684.21 

8 

2012- 

07-06 

GRV0755 

CANEFIELDS 

COUNTRY HOUSE 

BLMOOllOO 

Accommodation for 
executive Mayor 

1,684.21 

9 

2012- 

07-06 

GRV0755 

CANEFIELDS 

COUNTRY HOUSE 

BLMOOllOO 

Accommodation for 
executive Mayor 

1,684.21 

10 

2012- 

07-06 

GRV0755 

CANEFIELDS 

COUNTRY HOUSE 

BLMOOllOO 

Accommodation for 
executive Mayor 

1,578.95 

11 

2012- 

07-18 

GRV0830 

PROTEA HOTEL 
WITBANK 

BLM001178 

ACCOMMODATION FOR 
THIBELA N.M 

1,006.62 

12 

2012- 

07-18 

GRV0833 

GARDEN COURT 
KIMBERLEY 

BLM001189 

ACCOMMODATION 

2,497.37 

13 

2012- 

07-18 

GRV0840 

PROTEA HOTEL 
MIDRAND 

BLM001177 

LED Learner ship Module 10 

6,157.89 

14 

2012- 

07-19 

GRV0849 

STAYEASY 

EMNOTWENI 

BLM001204 

-ACCOMMODATION 

2,631.58 

15 

2012- 

07-19 

GRV0860 

PROTEA HOTEL 
PARKTONIAN ALL 

SUITE 

BLM001176 

ACCOMMODATION 

5,157.89 


2. June 2012: 


No 

Date 

Reference 

Description 

Amount 

1 

2012/06/21 

GRV0662 

Advertising 

20,456.10 

2 

2012/06/12 

GRV0617 

TRANSPORT FOR WARD COMMITTEE 

MAMBERS 

49,500 

3 

2012/06/29 

FNBJNLSEL 

VODACOM B0094294 0158197774 

195,336.27 

4 

2012/06/29 

FNBJNLSEL 

AUTOPAGE 120629 01207784 

57,942.70 

5 

2012/06/21 

GRV0665 

Video Filming in Belfast and in Cunningm 

3,400 

6 

2012/06/21 

GRV0666 

500 A2 Posters 

7,757.92 

7 

2012/06/21 

GRV0673 

priting of newsletter 

185,000 

8 

2012/06/20 

GRV0650 

Purchase Order 

30,000 

9 

2012/06/20 

GRV0652 

Purchase Order 

19,169.41 

10 

2012/06/20 

GRV0653 

Purchase Order 

12,578.01 

11 

2012/06/20 

GRV0654 

Purchase Order 

4,285 

12 

2012/06/01 

GRV0593 

Accommodation for T.E Khosa and Mnisi D. 

1,719.30 

13 

2012/06/01 

GRV0592 

Accommodation for 15 Councillors 

26,289.47 

14 

2012/06/01 

GRV0592 

Accommodation for 15 Councillors 

236.58 

15 

2012/06/01 

GRV0592 

Accommodation for 15 Councillors 

4,473.68 


Cause 

Management did not ensure that there is a full and proper record keeping 

Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 


Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


110. EX.142 - Procurement Pre- conditions for consideration of Bid not adhered to 


Audit finding 

In terms of the Supply Chain Regulation section 13 (a): 

General Preconditions for Consideration of Written Quotation or Bids 

A supply chain management policy must state that the municipality or municipal entity may not 
consider a written quotation or bid unless the provider who submitted the quotation or bid - 

a) Has furnished the municipal entity with the provider's 

i) Full name 

ii) Identification number or company or other registration number and 

iii) Tax reference number and VAT registration number, if any 

b) Has authorised the municipality or municipal entity to obtain a tax clearance from the South 
African Reserve Services that the provider's tax matters are in order. 
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General Conditions Applicable to Bids and Quotations 

1. The Municipal shall not consider a bid or quote unless the bidder who submitted the bid or 
quote: 

1.1 has furnished the Municipality with that bidder’s: 

1.1.1 Full name; 

1.1.2 Identification number or company or other registration number; and 

1.1.3 Tax reference number; and 

1.1.4 VAT registration number, if any; 

1.1.5 Certificate of attendance at a compulsory site inspection, where applicable; 

1.1.6 Has submitted an original and valid tax clearance certificate certifying that the provider’s tax 
matters are in order; and 


Nature 

We could not obtain appropriate sufficient appropriate audit evidence that the below 

listed provider’s supplied the municipality with their: full name, identification number or company or 

other registration number, tax reference number and vat registration number if any: 


No 

Name of Supplier 

Region 

Amount 

1 

Matatamale Construction 

Acornhoek 

R 318,400 

2 

Jongilanga Trading CC 

Dwarsloop 

R 347,472 

3 

Matlala Nyapele Investment and plant hire 

Casteel 

R 331,200 

4 

Managawa Trading Enterprise 

Hluvukani 

R 304,000 

5 

Rethabile project 

Angincourt 

R 442,115.20 

6 

Rhombana Trading Enterprise 

Thulamahashe 

R 320,000 

7 

Rethabile project 

Maviljan 

R 442,115.20 

8 

Rethabile project 

Lillydale 

R 442,115.20 

9 

Rethabile project 

Mkhuhiu 

R 442,115.20 

10 

Senny Trading 

Lillydale 

R 378,000 
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11 

Hambise Trading 

Mkhuhiu 

R 390,000 

12 

Beziway CC t/a Beziway Construction & 
Plant Hire 

Shatale 

R 313,785.60 

13 

Rethabile project 

Marite 

R 442,115.20 

14 

Yellow Train Training 247 JV 


R 1,816,669.80 

15 

BMK Electronics 


R 22,938,939.90 



Total 

R 29,669,043.30 


Cause 

Management does not monitor the implementation of the Supply Chain Management Policy 

Impact 

Understatement of irregular expenditure by R 29,669,043.30 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 


Recommendation 

Management should be exercise oversight responsibility over the performance reporting and 
compliance and related internal control 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


111. EX.151 - Grant (MSIG)_Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount R115, 125 for Grant MSIG could not be tested because payment vouchers were not submitted 
for audit purposes. Therefore, we could not satisfy ourselves as to validity, accuracy and completeness of 
the expenditure incurred 


No 

Date 

Audit amount 

Description 

Amount 
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1 

12/06/2012 

GRV0617 

TRANSPORT FOR WARD COMMITTEE 
MAMBERS 

49,500 

2 

25/04/2012 

GRV0400 

Purchase Order 

49,125 

3 

1930/04/12 

GRV0428 

TRANSPORT SERVICES 

16,500 


Cause 

Management did no ensure that there is full and proper record keeping 

Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


112. EX.153 - Grant(FMG)_Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

An amount R550, 030.26 for Grant FMG could not be tested because other payments vouchers 
were not submitted for audit purposes. Therefore, we could not satisfy ourselves as to validity, 
accuracy and completeness of the expenditure incurred. 
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No 

Date 

Reference 

Description 

Amount 

1 

31/07/2011 

]UL SALARIES 

Transfer From Salalristo FMC 

60,879 

2 

31/08/2011 

/\UG SALARIES 

Transfer From Intern Salaries to FMC 

60,879 

3 

30/09/2011 

SEPT 

SALARIES 

Transfer From Intern Salaries to FMC 

60,879 

4 

31/10/2011 

OCT SALARIES 

Transfer From Intern Salaries to FMC 

60,879 

5 

30/11/2011 

NOV SALARIES 

Transfer From Intern Salaries to FMC 

60,879 

6 

31/12/2011 

DEC salaries 

Transfer From Intern Salaries to FMC 

108,967.07 

7 

06/01/2012 

yUY 01 

Accommodation 

2,631.58 

8 

31/01/2012 

JAN SALARIES 

Transfer From Intern Salaries to FMC 

61,323 

9 

29/02/2012 

FEB SALARIES 

Transfer From Intern Salaries to FMC 

63,520 

10 

17/04/2012 

REQ001080 

Invoice 

948 

11 

21/05/2012 

CRV0532 

CRAP AFS Training 

8,245.61 


Cause 

Management did no ensure that there is full and proper record keeping 

Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


113. EX.159 - Expenditure Payments not approved by the CFO as per sub-delegation 

Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control 
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Nature 

An amount of R550, 030.26 was processed and paid to the supplier without the proper 
authorisation and approval for payment by Chief Financial Officer and Municipal manager 


No 

Date 

Reference 

Description 

Amount 

2 

01/08/2011 

HAROl 

Flight & car rental when aliening IMFO 

18,230.70 

3 

24/08/2011 

28892 

IMFO Conference 

28,421.05 

4 

24/08/2011 

SOU02 

/Accommodation when attending IMFO 
confer 

32,652 

15 

29/02/2012 

GRV0095 

/Accommodation forSibiyaAl, Nzimande 

2,340.80 

20 

29/02/2012 

GRV0108 

/Accommodation : NB Nxumalo 

6,650 

21 

29/02/2012 

GRV0108 

/Accommodation : K Nyathi 

6,650 

22 

29/02/2012 

GRV0108 

/Accommodation : Ms H Mathule 

6,650 

23 

29/02/2012 

GRV0108 

^ccommodation : Driver 

2,660 

25 

16/04/2012 

GRV0309 

/Accommodation 

10,947.37 

28 

21/05/2012 

GRV0532 

GRAP AFS Training 

16,491.23 


Cause 

Management did not ensure that proper controls have been established in regard to financial 
management 

Impact 

Payments to suppliers may be made for goods and services that was not received by municipality 
resulting in an unauthorised expenditure 

Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

We recommend that all payments vouchers should not be capture onto the system and processed 
without an approval and authorisation by Chief Financial Officer 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


114. EX.178 - MSIG grant was used to pay accommodation and tollgate fees for the 

consultants 


Audit finding 
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In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control 


Nature 


MSIG grants for an amount of R51, 780.53 was used to pay accommodation, tollgate fees and 
mileage for the consultants 

Cause 

Management did not ensure that proper controls have been established in regard to financial 
management 

Impact 

An amount of R51, 780.53 for MSIG grants that was used to pay accommodation, tollgate fees and 
mileage for the consultants will result in irregular expenditure 

Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management must not use grant money for the purposes that they are not supposed to 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


115. EX.213 - Procurement _ Consultancy fees 
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Audit finding 

In terms of the Municipal Supply Chain Regulation section 12 (Range of procurement processes) a 
supply chain management policy must subject to regulation 11 (2), provide for the procurement of 
goods and services by way of - 

d) a competitive bidding process for 

i) Procurement above the transaction value of R200 000 (Vat included) 

ii) The procurement of long term contracts 

Nature 

There was insufficient, appropriate evidence to support that all consultancy services were procured 
through a competitive bidding process 

Root Cause 

Management does not implement controls to ensure compliance with relevant regulations and laws 

Impact 

There is no compliance with the supply chain management policy. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management must ensure that for all goods and services procured there is sufficient, appropriate 
evidence to indicate compliance with the relevant regulations. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


116. EX.71 - Procurement _ Control Deficiency 
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Audit finding 

In terms of the Municipal Finance Management Act 56 of 2003, 

114. Approval offenders not recommended 

1) If a tender other than the one recommended in the normal course of implementing the supply 
chain management policy of a municipality or municipal entity is approved, the accounting officer of 
the municipality or municipal entity must, in writing, notify the Auditor - General, the relevant 
provincial treasury and National Treasury and, in the case of a municipal entity, also the parent 
municipality, of the reasons for deviating from such recommendation 

In terms of the Municipality Supply Chain Management Regulations 

14. Lists of accredited prospective providers 

2) The list must be updated at least quarterly to include any additional prospective providers and 
any new commodities or type of services. Prospective providers must be allowed to 

submit applications for listing at any time. 

23. Procedures for handling, opening and recording of bids 

A supply chain management policy must determine the procedure for the handling, opening and 
reporting of bids, and must 

c) Require the accounting officer 

1) To record in a register all bids received in time; 

ii) To make the register available for public inspection; 

iii) To publish the entries in the register and the bid results on the website of the municipality or 
municipality or municipal entity 

k Training of Supply Chain Management officials 

The training of officials involved in the implementing a supply chain management policy should be 
in accordance with any Treasury guidelines on supply chain management training 

6. Oversight role of council of municipality or board of directors of municipal entity. 

2) For the purposes of such oversight the accounting officer must 

a) (i) in the case of a municipality, within 30 days of the end of each financial year, submit a report 
on the implementation of the supply chain management policy of the municipality and of any 
municipal entity under its sole shared control, to the council of the municipality 

3) The accounting officer must, within 10 days of the end of each quarter, submit a report on the 
implementation of the supply chain management policy to the mayor of the municipality or the 
board of directors of the municipality entity, as the case may be. 

42. Performance management 

A supply chain management policy must provide for an effective internal monitoring system in 
order to determine, on the bias of a retrospective analysis, whether the desired objectives are 
being achieved 


Nature 
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1. The Deviations as per the Deviation Report to the value of R5, 457,433.60 were not disclosed to 
the Auditor - General in writing as required. 

2. We could not obtain audit evidence to indicate that the supplier’s database was updated at least 
quarterly in order to include new suppliers that qualify for listing. 

3. The registers of all bids received and the bid results are not published on the municipality's 
website. Secondly the municipal database does not detect duplication of supplier’s e.g. duplication 
of address, telephone numbers and banking information. 

4. We could not obtain sufficient appropriate evidence that training was provided to all officials 
involved in the implementing a supply chain management policy that is in accordance with the 
Treasury guidelines 

5. We could not obtain sufficient appropriate evidence that the accounting officer has, within 30 
days after financial year end submitted a report on the implementation of the SCM policy of the 
municipality to the council of the municipality 

6. We could not obtain sufficient appropriate evidence that the accounting officer has, within 10 
days of the end of the quarter, submitted a report on the implementation of the supply chain 
management policy to the mayor of the municipality or the municipal council. 

7. We could not obtain sufficient, appropriate audit evidence that the municipality has a plan for 
addressing internal and external audit findings on SCM, and adherence to the plan is monitored on 
a monthly/ quarterly basis by the appropriate level of management. Furthermore that this plan for 
addressing internal and external audit findings on SCM is credible, with actions addressing internal 
controls addressing internal control deficiencies and it sets clear time frames and assigns 
responsibilities appropriately. 

8. We could not obtain sufficient, appropriate audit evidence that there are controls to ensure that 
expenditure on the contracts is monitored. 

9. We could not obtain sufficient, appropriate audit evidence that there is an effective internal 
monitoring system to determine, on the basis of a retrospective analysis, whether the authorised 
SCM processes are being followed and whether the desired objectives are being achieved. 

Root cause 

Management does not monitor compliance with relevant laws and regulations 

Impact on annual financial statements 

Weakness in internal controls will negatively affect the municipality to function effectively, efficiently 
and economically 


Internal control deficiency 

Financial and performance managements 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management should develop controls to ensure compliance to all relevant laws and regulations 


Management response 
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No responses received. 

Auditor’s conclusion 

No responses provided by management. 



254 


Management report of Bushbuckridge Local Municipality 


117. EX.75 - Expenditure_ Limitation of scope 

Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 


Nature 


1. An amount of R169, 812 for grant funded expenditure could not be verified because the 
payments vouchers were not submitted for audit purposes; it was not possible to obtain 
appropriate sufficient audit evidence without the payments vouchers. 

Therefore, we could not satisfy ourselves as to the accuracy, occurrence and classification of grant 
funded expenditure incurred 


# 

Reference 

Description 

Amount 

Comment 

1 

11079478 

Invoice 

169,812 

Not received 


2. Expenditure detailed report for the month of July 2012 was not submitted for audit purposes 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to grant funded expenditure could not be tested for occurrence, accuracy and 
classification 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

Information submitted. 


Auditor’s conclusion 

Other requested payments vouchers were received, however invoice number 11079478 and the 
detail report for July 2012 was not submitted for audit purposes. 
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118. EX.77 - Expenditure_ Limitation of scope 


Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

An amount of R293, 731.53 of motor vehicle expenses could not be audited because the payments 
vouchers were not submitted for audit purposes; it was not possible to obtain appropriate sufficient 
audit evidence without the payments vouchers. 

Therefore we could not satisfy ourselves as to the accuracy, occurrence, compliance and cut off of 
motor vehicle expenses 


NO 

Date 

Reference 

Description 

Amount 

1 

2011/09/15 

SASOl 

Fuel used by mun 
i/ehicles 

29,156.66 

2 

2011/10/06 

SALOl 

Fuel for BLM fleet 

44,367.04 

3 

2011/12/15 

SASOl 

Fuel for BLM fleets 

29,695.78 

4 

2012/02/01 

63554 

Vehicles 

20,828.90 

5 

2012/03/13 

962103 

Fuel 

1,904.45 

6 

2012/03/16 

964737 

Fuel 

1,026.90 

7 

2012/03/16 

964964 

Fuel OH & Brake Fluid 

2,423.60 

8 

2012/03/17 

965696 

Fuel 

1,698.80 

9 

2011/07/01 

15235 

Fuel used by Municipal 
VIhicless 

162,629.40 


Total 293,731.53 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to motor vehicle expenses could not be tested for occurrence, accuracy. Compliance, 
Classification and Cut off 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 
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Auditor’s conclusion 


NO 

Date 

Reference 

Description 

/Amount 

Comment 

1 

2011/09/15 

SASOl 

Fuel used by 
mun vehicles 

29,156.66 

Not received 

2 

2011/09/29 

SAL03 

Fuel for BLM 
^/ehicles 

18,174.50 

Received 

3 

2011/10/06 

SALOl 

Fuel for BLM 
fleet 

44,367.04 

Not received 

4 

2011/12/12 

624880 

Sasol Thulas- 
Fuel Heavy 

12,994.35 

Received 

5 

2011/12/15 

SASOl 

Fuel for BLM 
fleets 

29,695.78 

Not received 

6 

2012/01/24 

SAS-09 

Fuel for BLM 
^/ehicles 

16,593.05 

Received 

7 

2012/01/24 

SAS-06 

Fuel for BLM 
^/ehicles 

16,145.30 

Received 

8 

2012/01/24 

SAS-03 

Fuel for BLM 
^/ehicles 

25,177.78 

Received 

9 

2012/02/01 

63554 

Vehicles 

20,828.90 

Not received 

10 

2012/02/21 

590295 

Fuel 

4,382.97 

Received 

11 

2012/02/22 

590920/590919 

Fuel 

4,559.61 

Received 

12 

2012/02/27 

595838/595841 

Fuel & Oil 

3,553.98 

Received 

13 

2012/02/27 

595838/595841 

Fuel & Oil 

3,553.98 

Received 

14 

2012/03/07 

955999 

Fuel & Oil 

5,583.45 

Received 

15 

2012/03/08 

957026 

Fuel 

2,527.80 

Received 

16 

2012/03/09 

958042 

Fuel & Oil 

2,949.40 

Received 

17 

2012/03/09 

605013 

Fuel 

1,726.04 

Received 

18 

2012/03/12 

961035 

Fuel 

2,852.35 

Received 

19 

2012/03/12 

961037 

Fuel 

3,028.55 

Received 

20 

2012/03/13 

962103 

Fuel 

1,904.45 

Not received 

21 

2012/03/15 

963898 

Fuel & Oil 

3,234.40 

Received 

22 

2012/03/15 

963560 

Fuel 

1,311.35 

Received 
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23 

2012/03/16 

964737 

Fuel 

1,026.90 

Not received 

24 

2012/03/16 

964802 

Oil 

1,300 

Received 

25 

2012/03/16 

964572 

Fuel & 

Freezer 

1,441.65 

Received 

26 

2012/03/16 

964964 

Fuel Oil & 
Brake Fluid 

2,423.60 

Not received 

27 

2012/03/17 

965696 

Fuel 

1,698.80 

Not received 

28 

2012/04/13 

13-04-2012 

IN-SASOL- 

MKHUHLU- 

VEHICLES 

112,058.09 

Received 

29 

2012/05/02 

G2NILWYB31 

IN-SASOL- 
THU LA- 
VEHICLE 

62,512.80 

Received 

30 

2011/07/01 

15235 

Fuel used by 

Municipal 

Vihicless 

162,629.40 

Not received 
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119. EX.79 - Procurement _ limitation of scope 


Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

The procurement deviations valued at R 5,457,433.60 could not be audited because management 
did not submit the following below listed information. It was not possible to perform alternative 
procedures to obtain sufficient appropriate audit evidence without the required information. 

Therefore we couldn’t satisfy ourselves as to the validity, accuracy and completeness of 
procurement deviations 

The following information was not supplied for audit purposes: 


No 

Region 

Name of Service 
Provider 

Amount 

1 

Acornhoek 

Matatamale 

Construction 

R 638,400 

2 

Dwarsloop 

Jongilanga Trading CC 

R 347,472 

3 

Casteel 

Matlala Nyapele 
Investment and plant 
hire 

R 331,200 

4 

Hluvukani 

Managawa Trading 
Enterprise 

R 304,000 

5 

Thulamahashe 

Rhombana Trading 
Enterprise 

R 320,000 

6 

Angincourt 

Rethabile Project 

R 762,115.20 

7 

Maviljan 

Rethabile Project 

R 442,115.20 

8 

Lillydale 

Rethabile Project / 
Senny Trading 

R 778,115.20 

9 

Mkhuhiu 

Rethabile Project 
^Hambise Trading 

R 778,115.20 

10 

Shatale 

Beziway CC t/a 
Beziwayne 

Construction & Plant 
Hire 

R 313,785.60 

11 

Marite 

Rethabile Projects 

R 442,115.20 


Total 

R 5,457,433.60 


Cause 

Management did not ensure that there is full and proper record keeping 
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Impact 

The amount of R 5,457,433.60 relating to procurement deviations could not be tested for validity, 
accuracy and completeness 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

Information submitted. 


Auditor’s conclusion 

Documents received to date: 


No 

Region 

Name of Service Provider 

Amount 

Comment 

1 

Acornhoek 

Matatamale Construction 

R 638,400 

Received 

2 

Dwarsloop 

Jongilanga T rading CC 

R 347,472 

Received 

3 

Casteel 

Vlatlala Nyapele Investment and plant hire 

R 331,200 

Received 

4 

Hluvukani 

Managawa Trading Enterprise 

R 304,000 

Received 

5 

rhulamahashe 

Rhombana Trading Enterprise 

R 320,000 

Outstanding 

6 

Angincourt 

Rethabile Project 

R 762,115.20 

Received 

7 

Maviljan 

Rethabile Project 

R 442,115.20 

Received 

8 

Lillydale 

Rethabile Project / Senny Trading 

R 778,115.20 

Received 

9 

Mkhuhiu 

Rethabile Project /Hambise Trading 

R 778,115.20 

Received 

10 

Shatale 

Beziway CC t/a Beziwayne Construction & 

Plant Hire 

R 313,785.60 

Received 

11 

Marite 

Rethabile Projects 

R 442,115.20 

Received 


Total 

R 5,457,433.60 



260 




Management report of Bushbuckridge Local Municipality 


120. EX.80 - Expenditure_ Limitation of scope 

Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

An amount of R2, 201,174.64 of general expenses expenses could not be audited because the 
payments vouchers were not submitted for audit purposes; it was not possible to obtain 
appropriate sufficient audit evidence without the payments vouchers 

Therefore we could not satisfy ourselves as to the accuracy, occurrence and classification 
of general expenses 


No 

Date 

Reference 

Description 

Amount 

1 

2011/11/07 

W831 

Wits Business-CPMD course 

43,421.05 

2 

2012/03/20 

GRV0145 

Purchase Order 

24,122.81 

3 

2012/06/16 

GRV0630 

training 

86,118.42 

4 

2011/07/01 

29789 

Telkom Invoice- Telephone Bill 

283,264.21 

5 

2011/07/30 

30672 

Telkom Invoice 

36,928.07 

6 

2012/06/30 

Sta 

Calendars 

196,946 

7 

2011/07/06 

6070010 

SHORT-TERM INSURANCE- 
RENEWAL 

254,491.55 

8 

2011/08/02 

FNBJNLINS 

''*LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

9 

2011/09/01 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

10 

2011/10/03 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

11 

2011/11/01 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

256,347.73 

12 

2012/01/04 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

256,060.15 


Total 2,201,174.64 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 
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Amount paid to general expenses could not be tested for occurrence, accuracy and classification 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 
Information submitted. 

Auditor’s conclusion 

18 payments vouchers were received on the 29th of October 2012 and 12 payments were still 
outstanding therefore exception still stands 


No 

Date 

Reference 

Description 

Amount 

Comment 

1 

2011/08/25 

\NA11 

Certificate in CPLD 

38,000 

received 

2 

2011/11/07 

i/V831 

Wits Business-CPMD course 

43,421.05 

Not 

received 

3 

2012/03/20 

GRV0145 

Purchase Order 

24,122.81 

Not 

received 

4 

2012/06/01 

GRV0589 

Management development 
Programme Training 

31,600 

received 

5 

2012/06/16 

GRV0630 

training 

86,118.42 

Not 

received 

6 

2012/06/29 

GRV0706 

Office Management & Secretarial 
Developm 

58,500 

received 

7 

2011/07/01 

29789 

Telkom Invoice- Telephone Bill 

283,264.21 

Not 

received 

8 

2011/07/30 

30672 

Telkom Invoice 

36,928.07 

Not 

received 

9 

2011/08/11 

91804203 

yPN and internet 

219,254.39 

received 

10 

2011/09/02 

TEL 3 

Telephone bill for BBR 

74,670.04 

received 

11 

2012/02/02 

137080041 

Telephone Bill dec 2011 

107,717.32 

received 

12 

2011/07/08 

11 

Purchase of uniform 

58,870 

received 
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13 

2011/10/24 

MAQ-18/301- 

BBR 

Maqcevo-Protective Clothing 

72,864 

received 

14 

2012/06/30 

Sta 

Calendars 

196,946 

Not 

received 

15 

2011/07/04 

9247 

Vaendzi Travel-Accommodation 

43,110.67 

received 

16 

2011/07/04 

\/AE01 

Accommodation, car hire & flight 

78,921.20 

received 

17 

2011/07/13 

HolOOl 

Holiday inn-Accommodation 

16,485 

received 

18 

2011/07/30 

moi 

Lentle-Learneship Community 

178,896 

received 

19 

2011/07/30 

29425914 

jniv of Pretoria-fees Bursary 

30,000 

received 

20 

2011/07/30 

22370218 

North West Univ-Fees Bursary 

30,000 

received 

21 

2011/07/30 

22290338- 

2010 

North West University-Fees bursary 

30,000 

received 

22 

2011/07/30 

200914756 

University of JHB-Fees Bursary 

30,000 

received 

23 

2011/07/30 

20903047 

Univ of Tech Mangosuthu-Fees 

30,000 

received 

24 

2011/07/30 

201000937 

Univ of Limpopo-Fees Bursary 

30,000 

received 

25 

2011/07/06 

6070010 

SHORT-TERM INSURANCE- 
RENEWAL 

254,491.55 

Not 

received 

26 

2011/08/02 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

Not 

received 

27 

2011/09/01 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

Not 

received 

28 

2011/10/03 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

254,491.55 

Not 

received 

29 

2011/11/01 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

256,347.73 

Not 

received 

30 

2012/01/04 

FNBJNLINS 

**LOA_BUSHBUCKRIDGEMUN006 

256,060.15 

Not 

received 
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121. EX.82 - Expenditure_ Control deficiency 

Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 

Nature 

During the search of vat vendor we have identified that these suppliers were not found in the 
records of the SARS, however they have charged the municipality vat as follows: 


No 

Date 

Reference 

Description 

Name of 
supplier 

Vat as per 
invoice 

Amount 

IncI of VAT 

Vat 

registration 

no 

Invoice 

date 

1 

2011/08/19 

BHE 1 

Security 

Services Rendered 

Bheki 

herrexel 

15,876 

129,276 

4700234323 

19-Aug-ll 

2 

2011/09/19 

2011 

Security services 

Bheki 

herrexel 

15,876 

129,276 

4700234323 

19-Sep-ll 

3 

2011/10/17 

BHEOl 

Security services 

Bheki 

herrexel 

15,876 

129,276 

4700234323 

17-Oct-ll 

4 

2011/07/15 

1280/11 

Repairing of high 
up truck 

The Agent 
Field- 
Repairing 
Truck 

7,111 

57,911 

4710245392 

2011/09/30 

5 

2011/11/01 

03/B 

Refurbishment 

Thulamahashe 

Luni 

Lungani 
Projects & 
construction 

8,198 

66,673 

4280237698 

2011/11/01 

6 

2011/12/09 

TJC 007 

Mapulaneng Traffic 
station 

J Julius 
construction 

56,191 

457,561 

None 

2011/12/09 


Total 119,128 969,973 

Cause 

The municipality does not verify whether the supplier is a registered vendor or not 


Impact 

Expenditure amount might have been overstated with an invalid VAT input amount that suppliers 
not registered for VAT might have charged the municipality 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 
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Recommendation 

We recommend that management must verify whether the supplier is a registered vendor or not 
before an invoice that is inclusive of VAT is processed for payment 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


122. EX.87 - Expenditure_ Limitation of scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount R5, 168,502.29 for free basic services fees could not be tested because other 
payments vouchers were not submitted for audit purposes. Therefore, we could not satisfy 
ourselves as to validity, accuracy and completeness of the expenditure incurred. 


NO 

Date 

Reference 

description 

/Amount 

1 

2011/07/08 

ESK-1 

Free basic water 

407,361.93 

2 

2011/08/22 

1152 

Bulk water purchase 

150,200 

3 

2011/08/30 

57088 

Fuel for BLM 

28,893.23 

4 

2011/09/14 

2011.09.14 

Fuel for BLM fleets 

6,570.52 

5 

2011/09/29 

SAL03 

Fuel for BLM vehicles 

6,614 

6 

2011/10/06 

SALOl 

Fuel for BLM fleets 

3,101.75 

7 

2011/09/19 

6.91E+11 

Electricity Free Water 
Boreholes 

169,530.17 

8 

2011/10/13 

9.35E+11 

Free basic electricity 

2,418,593.25 

9 

2011/10/24 

7.58E+11 

Free basic water 

15,797.38 

10 

2011/11/01 

8.96E+11 

Payment for electricity 

11,428.85 

11 

2011/11/09 

9.35E+11 

Eskom-Free Basic 

Electricity 

1,187,539.22 

12 

2011/11/24 

9.83E+11 

Electricity-Water Boreholes 

234,742.69 

13 

2011/11/11 

6.55E+09 

Free basic water 

528,129.30 


5,168,502.29 


Cause 

Management did not ensure that there is a full and proper record keeping 


Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 
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Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


NO 

Date 

Reference 

description 

Amount 

Comment 

1 

2011/07/07 

450496 

Fuel for free 
basic water 

15,522.40 

Received 

2 

2011/07/08 

ESK-1 

Free basic water 

407,361.93 

Not received 

3 

2011/07/12 

16376 

Fuel used for 
municipal 

Vehicles 

8,664.60 

Received 

4 

2011/07/13 

458792 

Fuel for BLM 

8,238.75 

Received 

5 

2011/08/11 

30113 

Free 

Basic Water 

18,115 

Received 

6 

2011/08/22 

1152 

Bulk water 
purchase 

150,200 

Not received 

7 

2011/08/26 

17022 

Plaza Filling 
Station-Fuel 

23,007.80 

Received 

8 

2011/08/29 

17036 

Plaza Filling 
Station-Fuel 

6,509.15 

Received 

9 

2011/08/30 

57088 

Fuel for BLM 

28,893.23 

Not received 

10 

2011/09/14 

2011.09.14 

Fuel for BLM 
fleets 

6,570.52 

Not received 
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11 

2011/09/15 

SASOl 

Fuel used by 
mun vehicles 

26,087.78 

Received 

12 

2011/09/22 

2011.09.22 

Fuel BLM 

937.4 

Received 

13 

2011/09/22 

2011.09.22 

Fuel BLM 

9,009.70 

Received 

14 

2011/09/29 

SAL02 

Fuel for BLM 
vehicles 

6,866.82 

Received 

16 

2011/09/29 

SAL02 

Fuel for BBR 

10,894.15 

Received 

16 

2011/09/29 

SAL03 

Fuel for BLM 
vehicles 

6,614 

Not received 

17 

2011/10/06 

SALOl 

Fuel for BLM 
fleets 

3,101.75 

Not received 

18 

2011/10/06 

SALOl 

Fuel for BLM fleet 

15,826.17 

Received 

19 

2011/10/26 

1 

Fuel for BLM 

11,292.90 

Received 

20 

2011/10/28 

SAS-4 

Fuel for BLM free 
basic 

6,050.15 

Received 

21 

2011/10/31 

SAS-1 

Fuel for BLM free 
basic 

21,006.43 

Received 

22 

2011/09/19 

6.91E+11 

Electricity Free 
Water Boreholes 

169,530.17 

Not received 

23 

2011/09/25 

Mabunda 

R 

Payment for 
travel claim 

1,563.10 

Received 

24 

2011/09/27 

10 

Supply of energy 
gel 

237,450 

Received 

25 

2011/10/13 

9.35E+11 

Free basic 
electricity 

2,418,593.25 

Not received 

26 

2011/10/24 

7.58E+11 

Free basic water 

15,797.38 

Not received 

27 

2011/11/01 

8.96E+11 

Payment for 
electricity 

11,428.85 

Not received 

28 

2011/11/09 

9.35E+11 

Eskom-Free 

Basic Electricity 

1,187,539.22 

Not received 
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29 

2011/11/24 

9.83E+11 

Electricity-Water 

Boreholes 

234,742.69 

Not received 

30 

2011/11/11 

6.55E+09 

Free basic water 

528,129.30 

Not received 


123. EX.94 - Expenditure_ Limitation of scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount valued at RlOO, 362, 17 for contract services fees could not be tested because other 
payments vouchers were not submitted for audit purposes. Therefore, we could not satisfy 
ourselves as to validity, accuracy and completeness of the expenditure incurred 


No 

Date 

Reference 

Description 

Amount 

1 

2011/07/01 

01070029 

ANFS 8004737F3 110701 

22,175.53 

2 

2011/07/01 

Netstar 

Netstar 

673.01 

3 

2011/07/04 

Netstar 

Netstar 

197 

4 

2011/07/21 

21070748 

ABSA 

TFS 01140285 2020934 

6,802.45 

5 

2011/08/01 

FNBJNLSLA 

ANFS 8004737F8 110801 

22,175.53 

6 

2011/08/01 

Netstar 

Direct Deposit 

673.01 

7 

2011/08/22 

FNBJNLAGREEMENT 

ABSA TFS 01140285 2048522 

6,802.45 

8 

2011/09/01 

FNBJNLSLA 

ANFS 8004737GE 110901 

22,175.53 

9 

2011/09/01 

Netstar 

Direct Deposit 

673.01 

10 

2011/09/05 

Netstar 

Direct Deposit 

197 

11 

2011/09/21 

FNBJNLAGREEMENT 

ABSA TFS 01140285 2075386 

6,802.45 

12 

2011/10/03 

Netstar 

Direct Deposit 

673.01 

13 

2011/10/03 

FNBJNLSLA 

ANFS 8004737GJ 111001 

22,175.53 

14 

2011/10/04 

Netstar 

Direct Deposit 

197 

15 

2011/10/21 

FNBJNLAGREEMENT 

ABSA TFS 01140285 2101771 

6,802.45 

16 

2011/11/01 

FNBJNLSLA 

ANFS 8004737GO 111101 

25,827.44 

17 

2011/11/01 

Netstar 

Direct deposit 

673.01 

18 

2011/11/04 

Netstar 

Direct deposit 

197 

19 

2011/11/21 

FNBJNLAGREEMENT 

ABSA TFS 01140285 2126918 

6,802.45 


.'>■ 
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20 

2011/12/01 

Netstar 

Direct Deposit 

673.01 

21 

2011/12/01 

FNBJNLSLA 

ANFS 8004737GS 

111201 

22,457.11 

22 

2011/12/05 

Netstar 

Direct Deposit 

197 

23 

2011/12/21 

FNBJNLAGREEMENT 

ABSATFS 01140285 

2152741 

6,802.45 

24 

2012/01/03 

FNBJNLSLA 

ANFS 8004737GX 

120103 

22,457.11 

25 

2012/01/23 

FNBJNLAGREEMENT 

ABSATFS 01140285 

2178334 

6,802.45 

26 

2012/02/01 

FNBJNLSLA 

ANFS 8004737G2 

120201 

19,699.22 

27 

2012/03/01 

FNBJNLSLA 

ANFS 8004737G6 

120301 

22,457.11 

28 

2012/03/22 

FNBJNLGREEMENT 

ABSATFS 01140285 

2225796 

6,802.45 

29 

2012/04/02 

FNBJNLSLA 

ANFS 8004737HB 

120402 

19,699.22 

30 

2012/05/02 

FNBJNLSLA 

ANFS 8004737HG 

120502 

19,699.22 


Cause 

Management did not ensure that there is a full and proper record keeping 

Impact 

Amount paid to general expenses could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Payable 

124. EX.132 - Other Creditors Limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

Nature 

Invoices for payments made to suppliers after year end valued at R97 926.21 were not submitted. 
Therefore we could not determine whether these payments related to goods and services that was 
received prior to year end or not that should be recorded in creditors listing 


NO: 

Date 

Supplier 

Total amount 

1 

2012/09/03 

FNB OB 000083300 

SINGOMPETHE 

TRADING 

-12 393.24 

2 

2012/07/30 

FNB OB 000081054 
WORLEY PARSONS 
RSA 

-85,532.97 




- 97,926.21 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Creditor's balance could be misstated 


Internal control deficiency 
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Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


125. EX.133 - Other Creditors Limitation of scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required 

Nature 

An amount of R6, 568,945.62 for Other Creditors could not be audited because management did not 
submit the following Invoices. It was not possible to perform alternative procedures to obtain 
sufficient appropriate audit evidence without these invoices. Therefore we could not satisfy 
ourselves as to the Existence of the suppliers 


NO: 

Supplier 

Invoice Amount 

1 

DAWSON & DOBSON 

627,714.32 

2 

DINOSE TRADING CO 

33,516.50 

3 

DUMEZULU GENERAL DEALER 

891,478.66 

4 

EASY WAY 

112,402.90 

5 

ELECTRO ENTERPRISES 

403,423.20 

6 

ENDECON UBUNTU 

422,635.06 

7 

EVOLUTION BUSINESS 

438,097.56 

8 

EXECUTIVE TIPFUXENI 

4,750 

9 

FEATHERBED lODGE 

830 

10 

G&D DISTRIBUTORS 

8,017.30 

11 

GANA IS 

3,369.96 

12 

GARDEN COURT 

16,808.40 


271 




Management report of Bushbuckridge Local Municipality 


13 

GREAT NORTH TRANSPORT 

396,215.15 

14 

GREATNESS 

15,787.01 

15 

H & E CONSTRUCTION 

113,723.94 

16 

HLUPHASI MUSIC 

5,000 

17 

NASA 

3,990 

18 

ILIFU TRADING 

69,999.87 

19 

IMFO 

4,700 

20 

IMPERIAL LEXUS NELSPRUIT 

392.50 

21 

INCREDIBLE CONNECTION 

1,719.60 

22 

INDWABTRADING T/A 

61,494.58 

23 

IZICWE CONSULTING 

206,251.06 

24 

JONGILANGA TRADING 

135,322.56 

25 

IPS WATER 

34,647.45 

26 

K.E MHLANGA TRANSPORT 

124,600 

27 

KENOSCO CATERING 

9,384.22 

28 

KESETSE MAHLATSE 

14,343 

29 

KGOKOLO 

288,960.65 

30 

KHOSA FIKA GERTRUDE 

8,250 

31 

KHULU UTOBONA GENERAL 

41,710 

32 

KHULANI TIMBERS 

181,032.42 

33 

KMI TRADING JV 

103,377.89 

34 

LANGA MEDIA CC 

23,566.60 

35 

LEANONI CONSTRUCTION 

32,082.50 

36 

LEBAKA CONSTRUCTION 

304,364.14 

37 

LETSHELE DISTRIBUTORS 

154,277 

38 

LETSHELE DISTRIBUTORS 

200,715.90 

39 

LETSHELE MEETSE JV 

37,333.40 

40 

LEZMIN CC 

26,941.53 

41 

LUNGHISA TRADING 

12,300 

42 

MACKET CIVILS CC 

32,825.58 

43 

MADIMBI TRADING 

27,902.26 

44 

MAGIGWANE & BT MONARENG 

16,100.80 

45 

MAGNUMOPUS TRADING 

73,970 

46 

MAHLUMANE PHUMELELA 

24,460 

47 

MAHLWENI BUSINESS 

8,792.28 

48 

MALIBONGWE TRADING 

24,524.80 

49 

MALO CONSTRUCTION 

341,575.53 

50 

MAMOLADI PROJECTS 

34,428 

51 

MASIZANE TRADING CC 

20,209.70 

52 

MINDLOSKY TRADING 

16,500 

53 

MMATADI TRADING 

18,880 

54 

MOHLABA & MOSHOANA 

267,969 

55 

MOLEMOLEBOTLOKOA 

42,594.02 
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|56 [mPHIPHILI construction ^2,686.82 [ 

6,568,945.62 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to Suppliers could not be tested for Existence 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting 

Management response 

Information submitted. 


Auditor’s conclusion 

20 Invoices were submitted 36 still outstanding refer to the list to confirm the received and not 
received 


NO: 

SUPPLIER NAME 

Invoice 

Amount 

Comment 

1 

DAWSON & DOBSON 

627,714.32 

Received 

2 

DINOSE TRADING CO 

33,516.50 

Received 

3 

DUMEZULU GENERAL 
DEALER 

891,478.66 

Not Received 

4 

EASY WAY 

112,402.90 

Received 

5 

ELECTRO 

ENTERPRISES 

403,423.20 

Not Received 

6 

ENDECON UBUNTU 

422,635.06 

Not Received 

7 

EVOLUTION BUSINESS 

438,097.56 

Not Received 

8 

EXECUTIVE TIPFUXENI 

4,750 

Received 
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9 

FEATHERBED lODGE 

830 

Received 

10 

G&D DISTRIBUTORS 

8,017.30 

Received 

11 

GANA IS 

3,369.96 

Not Received 

12 

GARDEN COURT 

16,808.40 

Not Received 

13 

GREAT NORTH 
TRANSPORT 

396,215.15 

Received 

14 

GREATNESS 

15,787.01 

Not Received 

15 

H & E CONSTRUCTION 

113,723.94 

Not Received 

16 

HLUPHASI MUSIC 

5,000 

Received 

17 

NASA 

3,990 

Received 

18 

ILIFU TRADING 

69,999.87 

Received 

19 

IMFO 

4,700 

Received 

20 

IMPERIAL LEXUS 
NELSPRUIT 

392.5 

Not Received 

21 

INCREDIBLE 

CONNECTION 

1,719.60 

Not Received 

22 

INDWABTRADING T/A 

61,494.58 

Not Received 

23 

IZICWE CONSULTING 

206,251.06 

Not Received 

24 

JONGILANGA 

TRADING 

135,322.56 

Received 

25 

IPS WATER 

34,647.45 

Received 

26 

K.E MHLANGA 
TRANSPORT 

124,600 

Not Received 

27 

KENOSCO CATERING 

9,384.22 

Not Received 

28 

KESETSE MAHLATSE 

14,343 

Not Received 

29 

KGOKOLO 

288,960.65 

Not Received 
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30 

KHOSA FIKA 
GERTRUDE 

8,250 

Received 

31 

KHULU UTOBONA 
GENERAL 

41,710 

Received 

32 

KHULANI TIMBERS 

181,032.42 

Not Received 

33 

KMI TRADING JV 

103,377.89 

Received 

34 

LANGA MEDIA CC 

23,566.60 

Not Received 

35 

LEANONI 

CONSTRUCTION 

32,082.50 

Received 

36 

LEBAKA 

CONSTRUCTION 

304,364.14 

Not Received 

37 

LETSHELE 

DISTRIBUTORS 

154,277 

Not Received 

38 

LETSHELE 

DISTRIBUTORS 

200,715.90 

Not Received 

39 

LETSHELE MEETSE JV 

37,333.40 

Not Received 

40 

LEZMIN CC 

26,941.53 

Not Received 

41 

LUNGHISA TRADING 

12,300 

Received 

42 

MACKET CIVILS CC 

32,825.58 

Not Received 

43 

MADIMBI TRADING 

27,902.26 

Not Received 

44 

MAGIGWANE & BT 
MONARENG 

16,100.80 

Not Received 

45 

MAGNUMOPUS 

TRADING 

73,970 

Received 

46 

MAHLUMANE 

PHUMELELA 

24,460 

Received 

47 

MAHLWENI BUSINESS 

8,792.28 

Not Received 

48 

MALIBONGWE 

TRADING 

24,524.80 

Not Received 
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49 

MALO 

CONSTRUCTION 

341,575.53 

Not Received 

50 

MAMOLADI PROJECTS 

34,428 

Received 

51 

MASIZANE TRADING 

CC 

20,209.70 

Received 

52 

MINDLOSKY TRADING 

16,500 

Received 

53 

MMATADI TRADING 

18,880 

Not Received 

54 

MOHLABA & 
MOSHOANA 

267,969 

Received 

55 

MOLEMOLEBOTLOKOA 

42,594.02 

Not Received 

56 

MPHIPHILI 

CONSTRUCTION 

42,686.82 

Not Received 


126. EX.143 - Procurement Declaration by suppliers 

Audit finding 

In terms of the Supply Chain Management Regulation section 21 

Bid Documentation for Competitive Bids 

(d)(ii) a certificate signed by the bidder certifying that the bidder has no undisputed commitments 
for municipal services towards a municipality or other service provider in respect of which payment 
is overdue for more than 30 days; 

iii) Particulars of any contracts awarded to the bidder by an organ of state during the past five 
years, including particulars of any material non-compliance or dispute concerning the execution of 
such contract 

We could not be appropriate, sufficient audit evidence that the below listed supplier declared that 
they did not have undisputed commitment towards a municipality or other service provider in 
respect of which payment is overdue for more than 30 days and declared any contracts awarded to 
the bidder by an organ of state during the past 5 year, including particulars of any material non- 
compliance or dispute concerning the execution of such contract: 


No 

Name of Supplier 

Amount 

1 

BKM Electronics 

R 22,938,939.90 

2 

Loge and Wisenelly JV 

R 20,515,555.36 





R 43,454,495.26 
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Cause 

Management does not monitor the implementation of the Supply Chain Management Policy 

Impact 

Understatement of irregular expenditure R 43, 454,495.26 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 


Recommendation 

Management should ensure that supplier’s declared that they did not have undisputed commitment 
towards a municipality or other service provider in respect of which payment is overdue for more 
than 30 days and declared any contracts awarded to the bidder by an organ of state during the 
past 5 year, including particulars of any material non- compliance or dispute concerning the 
execution of such contract prior to awarding any bids 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


127. EX.155 - Retention_ Understatement 

Audit finding 

In terms of Section 65 of the MFMA the Expenditure management. — (1) the accounting officer of a 
municipality is responsible for the Management of the expenditure of the municipality and The 
accounting officer must for the purpose of subsection (1) take all reasonable steps to Ensure: 

(a) That the municipality has and maintains an effective system of expenditure control. 

Including procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information system 
Which — 

(I) recognizes expenditure when it is incurred 
(ii) Accounts for creditors of the municipality: and 
(lii) Accounts for payments made by the municipality; 

Nature 

Projects retention amount valued at R2, 781,104.42 for on-going projects where not included on the 
retention list as retention at year end 30 June 2012. 


Amounts 


UPGRADING OF SEWER LINE AT COLLEGE VIEW.MAVILJAN 

- 

INYAKA BULK WATER PROJECT WSDP 63 PIPELINE 

412,950.76 

INYAKA BULK WATER PROJECT WSDP 39 AND 39B PIPELINE 

1,812,032.86 

CONSTRUCTION OF VIP TOILETS 

- 
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CONSTRUCTION OF VIP TOILETS 


CONSTRUCTION OF HLUVUKANI REGIONAL OFFICE 

477,793.25 

CONSTRUCTION OF CASTEEL TO BEN MATLOSHE CULVERT/BRIDGE 

78,327.55 


2,781,104.42 


Root cause 

Management Lack to review that all retention for projects have been transferred to retention at year 
end 30 June 2012. 

Impact 

Retention may be understated in the financial statements 


Internal control deficiency 

Financial and performance management 

Prepare regular, accurate and complete financial and performance reports that are supported and 
evidenced by reliable information 


Recommendation 

We recommend that there must be an implementation of proper and relevant controls to ensure 
that financial statements are free from material misstatements and all laws and regulations are fully 
complied with. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 

128. EX.160 - Creditors_ Overpayment of Suppliers 

Audit finding 

In terms of Section 65 Expenditure management. — (1) the accounting officer of a municipality is 
responsible for the Management of the expenditure of the municipality. (2) The accounting officer 
must for the purpose of subsection (1) take all reasonable steps to ensure — 

(a) That the municipality has and maintains an effective system of expenditure control, including 
procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information system 
which — 

(i) Recognizes expenditure when it is incurred 

(ii) Accounts for creditors of the municipality: and 
(Hi) Accounts for payments made by the municipality: 

Nature 

An amount of R17 001.25 was overpaid to supplier Thomas Tyres and never recovered 


Supplier 

Invoice NO 

Invoice Date 

Payment date 

Amount on Inv 

Amount paid 

Variance 








Thomas Tyres 

GRV0517 

21/05/2012 

2012/07/13 

2,060 

(19,061.25) 

(17,001.25) 
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Cause 

Lack of review of Creditors payment by management 

Impact 

Creditor’s overpayment might results in an unauthorised expenditure 

Internal control deficiency 

Prepare regular, accurate and complete financial and performance reports that are supported and 
evidenced by reliable information 

Recommendation 

We recommend that management should credit the supplier's account with the amount over paid 
and claim back the money from the supplier in question 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


129. EX.164 - Procurement _ Bid Evaluation Committees 

Audit finding 

In terms of the Municipal Supply Chain Management Regulations section 28 (1) A bid evaluation 
committee must - 

(a) Evaluate bids in accordance with - 

(i) The specifications for specific procurement; and 

(ii) the point system as must be set out in the supply chain management policy of the municipality 
or municipal entity in terms of regulation 27 (2) (f) and as prescribed in terms of the Preferential 
Procurement Policy Framework Act; 

(b) Evaluate each bidder's ability to execute the contract; 

(c) Check in respect of the recommended bidder whether municipal rates and taxes and municipal 
service charges are not in arrears; and 
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(d) Submit to the adjudication committee a report and recommendations regarding the award of bid 
or any other related matter. 

(2) A bid evaluation committee must as far as possible be composed of - 

(a) Officials from departments requiring the goods or services; and 

(b) At least one supply chain management practitioner of the municipal entity. 


Nature 


We do not have appropriate, sufficient audit evidence to indicate that: 

1. The bid evaluation committee evaluates the bids in accordance with the specification for specific 
procurement and the point system as set out in the supply chain management policy 

2. That each bidder's ability to execute the contract was evaluated, that they inspected the whether 
the municipal rates and taxes and municipal service charges of the recommended bidder are not in 
arrears and submitted to the adjudication committee a report and recommendations regarding the 
awards of the bid or any related matters. 

3. That the bid evaluation committee is composed of the official from the department requiring the 
goods or services; and that at least one supply chain management practitioner of the municipality 
was present 

Cause 

Management did not compile Bid Evaluation Committee minutes of meetings in a clear and logical 
manner 

Impact 

Awarding of tenders without following the proper SCM processes might results in an irregular 
expenditure 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal control 


Recommendation 

Management should compile minutes of meeting that are: 

1. Indicate the name of all attendees which is the: initials and surnames as well as positions of 
these attendee’s bids 

2. The name of the project being evaluated 

3. The manner in which the bids are being evaluated 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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130. EX.179 - Retention Over/understated 

Audit finding 

MFMA section 123, 124, and 125 requires every municipality and every municipal entity Must for 
each financial year prepare annual financial statements which: 

1. fairly presents the state of affairs of the municipality or entity, its performance against its 
budget, its management of revenue, expenditure, assets and liabilities, its business 
activities, its financial results, and its financial position as at the end of the financial year; 
And 

2. Disclose the information required in terms of sections 123, 124 and 125 


Nature 


281 




Management report of Bushbuckridge Local Municipality 


An amount of R1 703 374.40 for retention was not correctly calculated as according to the 
retention agreement which is 10% that the municipality is entitled to keep and present in the AFS 
as retention 


Project number 

Description 

Invoiced 
amount as 
per project 
manager's 
report 

Invoice 
amount 
ExcIVat A 

Amount 

claimed 

(Excl 

VAT) B = (A 
4-C) 

Retention 
Amount (excl 
ud VAT) 

C 

Retention 
Amount- 
Recalculated 
at 10% X B 

Variance 

001/WATER 

/REFURB/06/07/D 

Refurbishment of 
oorehole shatale region 

696,775.99 

611,207.01 

648,017.56 

36,810.55 

64,801.76 

27,991.2 

1 

001/WATER 

/REFURB/06/07/D 

Refurbishment of 
oorehole shatale region 

659,593.44 

578,590.74 

673,979.94 

95,389.20 

67,397.99 

(27,991.2 

1) 

001/WATER 

/REFURB/06/07/D 

Refurbishment of 
oorehole shatale region 

159,367.58 

139,796.12 

147,553.62 

7,757.50 

14,755.36 

6,997.8 

6 

BLM/SF05 

/227/4686/2009/15 

Construction of 
Dwaarloop Sports 

Facility Phase 2 

162,807.40 

142,813.51 

192,974.19 

50,160.68 

19,297.42 

(30,863.2 

6) 

EQ14406/06/07 

Water Reticulation- 
Rooiboklaagte 

203,679.48 

178,666.21 

250,529.36 

71,863.15 

25,052.94 

(46,810.2 

1) 

EQ14406/06/07 

Water Reticulation- 
Rooiboklaagte 

170,100.69 

149,211.13 

221,074.28 

71,863.15 

22,107.43 

(49,755.7 

2) 

BLS978(B) 

Waterval water 
reticulation Phase 9 

2,451,960.7 

3 

2,150,842.7 

5 

2,373,764.12 

222,921.37 

237,376.41 

14,455.0 

4 

MIG/M P/0687 
/W07/11/B15 

Inyaka bulk water supply 
at casteel area 

1,159,093.5 

9 

1,016,748.7 

6 

1,240,742.56 

223,993.80 

124,074.26 

(99,919.5 

4) 

MIG/M P/0687 
/W07/11/B15 

Inyaka bulk water supply 
at casteel area 

587,210.25 

515,096.71 

593,185.88 

78,089.17 

59,318.59 

(18,770.5 

8) 

MIG/M P/0687 
/W07/11/B15 

Inyaka bulk water supply 
at casteel area 

613,335.96 

538,014 

685,532.36 

147,518.36 

68,553.24 

(78,965.1 

2) 

MIG/M P/0687 
/W07/11/B15 

Inyaka bulk water supply 
at casteel area 

645,527.18 

566,251.91 

745,242.69 

178,990.78 

74,524.27 

(104,466.5 

1) 

MIG/M P/0687 
/W/07/11/B15 

Inyaka bulk water supply 
at casteel area B15 

255,777.79 

224,366.48 

337,545.60 

113,179.12 

33,754.56 

(79,424.5 

6) 

EQ0640/2005/06 

Thulamahashe Townshi 
os & Cunnlngmore- 
Tikhuhlu 

7,694.66 

6,749.70 

13,499.40 

6,749.70 

1,349.94 

(5,399.7 

6) 

EQ0640/2005/07 

Thulamahashe Townshi 
os &Cunningmore- 
Tikhuhlu 

127,925.39 

112,215.25 

123,029.30 

10,814.05 

12,302.93 

1,488.8 

8 

EQ0640/2005/07 

Thulamahashe Townshi 
os &Cunningmore- 
Tikhuhlu 

36,045.38 

31,618.75 

47,613.35 

15,994.60 

4,761.34 

(11,233.2 

6) 

MIG/M P/0687 
/W/07/11/A10 

Marite Bulk Main Phase 
2B 

670,821.78 

588,440.16 

625,773.56 

37,333.40 

62,577.36 

25,243.9 

6 

EQ/307211 

/2006/07 

Construction of 
casteel sports complex 

847,154.70 

743,118.16 

825,686.84 

82,568.68 

82,568.68 

0 
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EQ/307211/2006/0 

7 

Construction of 
casteel sports complex 

1,285,084.3 

0 

1,127,266.9 

3 

1,225,708.25 

98,441.32 

122,570.82 

24,129.5 

0 

BLM/R15/200/ 

4680/2009/10 

Upgrading of 
thulamahashe internal 
streets-phase 2 

380,139.40 

333,455.61 

384,305.63 

50,850.02 

38,430.56 

(12,419.4 

6) 

BLM/R15/200 

/4680/2009/10 

Upgrading of 
thulamahashe internal 
streets-phase 3 

427,267.63 

374,796.17 

476,881.97 

102,085.80 

47,688.20 

(54,397.6 

0) 


1,703,374.40 


Cause 

There is a lack of sufficient review by Management prior annual financial statements are submitted 
for audit. 

Impact 

There is a lack of sufficient review by Management prior annual financial statement are submitted 
for audit. 


Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


131. EX.180 - Procurement _ Overpayment of a supplier 

Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 
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The below listed supplier was paid an amount that is more than the contract amount by the 
municipality 


No 

Name of Supplier 

Amount per Disbursement 

Report 

Amount per 
contract 

Difference 

1 

Bonatea investment CC 

R 1,618,389 

R 538,806.18 

R 1,079,582.82 


Cause 

Management did not review payments made to supplier 

Impact 

Understatement of fruitless and wasteful expenditure by R 1,079,582.82 


Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management ensure that internal controls relating to payments to suppliers are implemented by 
reviewing them monthly 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


132. EX.194 - Trade Creditors Understatement 


Audit finding 

In terms of GRAP: Framework for Preparation and presentation of financial statements state that 
financial statements portray the financial effects of transactions and other events by grouping them 
into broad classes according to their economic characteristics 

Nature 
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Note 10 was incorrectly disclosed in the AFS other Creditors include suppliers which were 
supposed to be disclosed in trade creditors as there are similar items. 

Cause 

Management did not prepare the annual financial statements in accordance to the requirements of 
GRAP for all the financial statements items 

Impact 

Incorrect Disclosure of other creditors in the AFS which was supposed to be grouped with trade 
creditors as there are similar items there for trade creditors have been understated 

Internal control deficiency 

Management did not properly implement controls over the preparation and review of annual 
financial statement. 

Recommendation 

We recommend that management should revise disclosure of payables from exchange 
transactions and apply the principles of GRAP: framework for preparation and presentation of 
financial statement 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


133. EX.211 - Other Creditors Understated 

Audit finding 
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In terms of Section 65 Expenditure management. — (1) the accounting officer of a municipality is 
responsible for the, Management of the expenditure of the municipality. (2) The accounting officer 
must for the purpose of subsection (1) take all reasonable steps to ensure — 

(a) That the municipality has and maintains an effective system of expenditure control, 

Including procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information system 
which — 

(i) Recognizes expenditure when it is incurred 

(ii) Accounts for creditors of the municipality; and 
(Hi) Accounts for payments made by the municipality 


Nature 

An amount of R81 462.80 for other creditors was paid using cheque at year end and the 
municipality have understated their creditors at year since the cheques were reversed after year 
end and not disclosed in the accrual listing. 


Supplier name 

Cheque NO: 

Invoice amount 

Amount paid 

Vutani Consulting Services 

31475 

73,062.80 

73,062.80 

MATHUMBU RK 

31476 

2,800 

2,800 

MBAZO ZW 

31477 

2,800 

2,800 

MOHLALA VV 

31478 

2,800 

2,800 


81,462.80 


Cause 

Lack of review of Creditors listing by Management at year end 

Impact 

Other Creditors may be understated in the financial statements 


Internal control deficiency 

Prepare regular, accurate and complete financial and performance reports that are supported and 
evidenced by reliable information 


Recommendation 

We recommend that there must be an implementation of proper and relevant controls to ensure 
that all laws and regulations are fully complied with 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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Audit finding 

In terms of Section 65 of the MFMA the Expenditure management. — (1) the accounting officer of a 
municipality is responsible for the Management of the expenditure of the municipality and The 
accounting officer must for the purpose of subsection (1) take all reasonable steps to Ensure: 

(a) That the municipality has and maintains an effective system of expenditure control, Including 
procedures for the approval, authorization, withdrawal and payment of funds; 

(b) That the municipality has and maintains a management, accounting and information system 

Which — 

(i) recognizes expenditure when it is incurred 

(ii) Accounts for creditors of the municipality; and 
(Hi) Accounts for payments made by the municipality; 


Nature 

1. The following balance for other creditors presented in the Trial balance does not agree with the 
comparative figure presented in the current year's financial statements. 


Amount on the AFS 

Amount on the TB 

Variance 




145,228,332 

139,010,845.91 

6,217,486.09 


2 The following balances presented in the prior year's audited financial statements does not agree 
with the comparative figure presented in the current year's financial statements 


Current year amount 

Prior year amount 

Variance 

136,799,907 

129,625,024.63 

7,174,882.37 


3. The amount of other creditors on the creditors listing does not agree to the amount on the 
general ledger/Trial balance 


Amount on the creditors listing 

Amount on the Trial balance 

Variance 

141,307,554.02 

139,010,845.91 

2,296,708.11 


Cause 

Lack of review by management before annual financial statement are submitted for audit 

Impact 

Inconsistencies of other creditor's balances might results in misstatements of current year financial 
statement 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 


Recommendation 

Management should monitor and review municipality's internal controls over daily and monthly 
processing of transactions. Furthermore the financial statement should be adjusted to correct the 
identified misstatements 


Management response 

No responses received. 
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Auditor’s conclusion 

No responses provided by management. 


135. EX.70 - Other Creditors_ Limitation of Scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

An amount of Rl, 137,946.40 for other creditors could not be audited because management did 
not submit the following Payment Vouchers. It was not possible to perform alternative procedures 
to obtain sufficient appropriate audit evidence without this Payment Vouchers. Therefore we could 
not satisfy ourselves as to the validity, accuracy and completeness of the payments made to 
suppliers. 


NO: 

DATE 

Reference 

Description 

Amount 

1 

01/07/2011 

FRR700 

Westvaal-Replace 

Cylinder Head 

44,389.49 

2 

01/07/2011 

10 

Security services 

70,262.31 

3 

01/07/2011 

8695514222 

For agricultural projects 

24,086 

4 

01/07/2011 

810903264010 

Electricity Municipal 
Buildings 

44,762.69 

5 

01/07/2011 

EllOOOl 

Ellerines:Donation of 
Furniture 

20,249.95 

6 

01/07/2011 

UMK 1 

Excavation of Trenches 

86,184 

7 

01/07/2011 

4 

Repairing of rain 
damaged street 

429,750 

8 

01/07/2011 

VAN02 

Bursary 

1,809.85 

9 

21/07/2011 

PEPOl 

Purchase of bainkets 

37,198.45 

10 

21/07/2011 

1595015134 

Repairing tyres on 
municipal grader 

225 
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11 

22/07/2011 

GRV0329 

Purchase Order 

379,028.66 





1,137,946.40 


Root cause 

Management did not ensure that there is full and proper record keeping 

Impact on annual financial statements 

Amount paid to Suppliers could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Financial and performance managements 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 
Information submitted. 

Auditor’s conclusion 

Based on the information requested this is the list of documents which have been submitted for 
audit purposes. 


NO: 

DATE 

Reference 

Description 

Amount 

Comment 

1 

2001/07/11 

TSW02 

Bursary 

8,310 

Received 

2 

2001/07/11 

LIMOl 

Busary 

29,838.25 

Received 

3 

2001/07/11 

RUD 01 

Servicing of brushcutter 

771 

Received 

4 

2001/07/11 

FRR700 

Westvaal-Replace Cylinder Head 

44,389.49 

Not Received 

5 

2001/07/11 

Memela CM 

S &T 

2,379.28 

Received 

6 

2001/07/11 

Ngobeni HL 

S &T 

2,351.96 

Received 

7 

2001/07/11 

Themba AR 

S &T 

722.01 

Received 

8 

2001/07/11 

10 

Security services 

70,262.31 

Not Received 

9 

2001/07/11 

MOPOl 

Busary 

3,225 

Received 

10 

2001/07/11 

SEF07 

Electrification of Sefoma Village 

119,580.75 

Received 

11 

2001/07/11 

975/ 47E 

Construction of Street Storm Water 

174,996.87 

Received 

12 

2001/07/11 

1361 

Refurbishment of Biofilters 

1,003,360.17 

Received 

13 

2001/07/11 

30275 

Catering Services During Stock Count 

825 

Received 

14 

2001/07/11 

DRT2 

RTMC fees from 01 to 08 July 2011 

14,832 

Received 

15 

2001/07/11 

8695514222 

For agricultural projects 

24,086 

Not Received 

16 

2001/07/11 

INV 02/BOS/2010 

Extension of Work 

63,555 

Received 
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17 

2001/07/11 

8.10903E+11 

Electricity Municipal Buildings 

44,762.69 

Not Received 

18 

2001/07/11 

2 

Connection of water from canal to orinoc 

445,579.09 

Received 

19 

2001/07/11 

975/46E 

Urban renewal programme 

886,774.76 

Received 

20 

2001/07/11 

2598 

Membership fee for 2011/2012 

893,895 

Received 

21 

2001/07/11 

MPPC 2011/325 

Provincial conference registration 

6,000 

Received 

22 

2001/07/11 

CIGIC2A96949582 

Mahime J-Petty cash electricity 

1,500 

Received 

23 

2001/07/11 

EllOOOl 

Ellerines:Donation of Furniture 

20,249.95 

Not Received 

24 

2001/07/11 

0026-00300104217 

Mahime J-Petty Cash Plumbing 

300 

Received 

25 

2001/07/11 

15918 

Fuel for BLM 

43,011.95 

Received 

26 

2001/07/11 

13646 

Fuel for BLM 

79,975.25 

Received 

27 

2001/07/11 

14790 

Fuel for BLM 

63,854.63 

Received 

28 

2001/07/11 

14527 

Fuel used by Municipal vehicles 

116,726.70 

Received 

29 

2001/07/11 

15235 

Fuel used by Municipal Vihicless 

162,629.40 

Received 

30 

2001/07/11 

UMK 1 

Excavation of T tenches 

86,184 

Not Received 

31 

2001/07/11 

1 

Calender for new elected councillors 

196,946 

Received 

32 

2001/07/11 

PROOl 

Card production 

32,625 

Received 

33 

2001/07/11 

SAS2 

Fuel for BLM 

121,842.95 

Received 

34 

2001/07/11 

CIA0079602 

Service Charges 

30,594.56 

Received 

35 

2001/07/11 

NCHOl 

Refund for wrong deposit into BBR Acc 

4,166.77 

Received 

36 

2001/07/11 

4 

Repairing of rain damaged street 

429,750 

Not Received 

37 

2001/07/11 

VAN02 

Bursary 

1,809.85 

Not Received 

38 

2001/07/11 

Nkuna BV 

S &T 

2,292.68 

Received 

39 

2001/07/11 

Seshabela Lucas 

S &T 

8,373.57 

Received 

40 

2001/07/11 

EXEOl 

Catering 

26,080 

Received 

41 

2001/07/11 

3 

Repairing of street 

405,250 

Received 

42 

2001/07/11 

N386424 

Purchase of Plumbing material 

7,485.28 

Received 

43 

2001/07/11 

339168 

RudamansOBrushCutter 

56,544 

Received 

44 

2001/07/11 

ST0004 

Hluvukani Area Bulk Water 

223,850.97 

Received 

45 

2001/07/11 

986436 

Electrical Equipment 

36,130.48 

Received 

46 

2021/07/11 

PEPOl 

Purchase of bainkets 

37,198.45 

Not Received 

47 

2021/07/11 

89362979 

For engine overall 

392.5 

Received 

48 

2021/07/11 

1595015134 

Repairing tyres on municipal grader 

225 

Not Received 

49 

2021/07/11 

MOS-1 

Urban renewal 

244,142.97 

Received 

50 

2021/07/11 

STA-1 

Accommodation 

1,811.98 

Received 

51 

2021/07/11 

PRT-1 

Accommodation 

8,399.70 

Received 

52 

2021/07/11 

PIE-1 

Accommodation 

1,440 

Received 

53 

2021/07/11 

Petty 

Masuku AM-Petroll & tollgate 

618 

Received 

54 

2021/07/11 

ERM-1 

Accommodation 

800.75 

Received 

55 

2021/07/11 

Petty 

Ndlazi ST 

1,000 

Received 

56 

2021/07/11 

Sey 

Water tanker Service 

576,233.46 

Received 

57 

2021/07/11 

Zwane JM 

S &T 

188.85 

Received 

58 

2022/07/11 

Nkuna KN 

S &T 

218.89 

Received 

59 

2022/07/11 

GRV0329 

Purchase Order 

379,028.66 

Not Received 
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136. EX.92 - Other Creditors Limitation of Scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 


Nature 

An amount of R 1,137,946.40 for other Creditors could not be audited because management did 
not submit the following Payment Vouchers. It was not possible to perform alternative procedures 
to obtain sufficient appropriate audit evidence without this Payment Vouchers. Therefore we could 
not satisfy ourselves as to the validity, accuracy and completeness of the payments made to 
suppliers. 


NO: 

Reference 

Supplier 

Total amount 

1 

FRR700 

Westvaal-Replace Cylinder Head 

44,389.49 

2 

R 10 

Security services 

70,262.31 

3 

8695514222 

For agricultural projects 

24,086 

4 

810903264010 

Electricity Municipal Buildings 

44,762.69 

5 

EllOOOl 

EllerinesiDonation of Furniture 

20,249.95 

6 

UMK 1 

Excavation of T tenches 

86,184 

7 

R4 

Repairing of rain damaged street 

429,750 

8 

VAN02 

Bursary 

1,809.85 

9 

PEPOl 

Purchase of bainkets 

37,198.45 

10 

1595015134 

Repairing tyres on municipal grader 

225 

11 

GRV0329 

Purchase Order 

379,028.66 




1,137,946.40 


Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

Amount paid to Suppliers could not be tested for validity, accuracy and completeness 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 

Predetermined objectives 

137. EX.102 - AoPO_ Core components of integrated development plan 

Audit finding 

MSA section 26 (1) (b) requires an integrated development plan to reflect an assessment of the 
existing level of development in the municipality, which must include an identification of 
communities which do not have access to basic municipal services 

Nature 

The municipality's integrated development plan does not reflect an assessment of the existing level 
of development in the municipality, which must include an identification of communities which do 
not have access to basic municipal services 

Root cause 

Insufficient reviews by management to ensure that the IDP meets the required standards and that 
it complies with the relevant laws and regulation 

Impact on annual report 

Municipality's budgets and grants funding might not be used to cater for less privileged 
communities which do not have access to basic municipal services resulting in riots 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should ensure that all municipality documents meet the required 
standards and they comply with laws and regulations. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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138. EX.108 - AoPO_ Approval and submission of annual budget 

Audit finding 

MFMA Section 24(3) requires the accounting officer of a municipality to submit the approved 
annual budget to the National Treasury and the relevant provincial treasury 

Nature 

Evidence was not submitted whether the municipal manager has submitted the approved annual 
budget to the National Treasury and the relevant provincial treasury within ten working days after 
the municipal council has approved the annual budget 

Root cause 

Management could not provide necessary evidence 

Impact on the annual report 

Non compliance with laws and regulations 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should submit the approved annual budget to the National 
Treasury and the relevant provincial treasury within ten working days after the municipal council 
has approved the annual budget 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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139. EX.llO - AoPO_ Performance Management Systems (PMS) 

Audit finding 

Municipal Planning and Performance Management Regulations; (GNR. 796 of 24 August 2011); 
Reg 8 requires the municipality to adopt the PMS before or at the same time as the 
commencement by the municipality of the process of setting KPIs and targets in accordance with 
its IDP 


Nature 


Evidence was not provided whether the council has adopted the PMS before or at the same time 
as the commencement by the municipality of the process of setting KPIs and targets in accordance 
with its IDP 

Root cause 

Management could not provide necessary evidence 

Impact on annual report 

Municipality’s cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement might not be conducted, organised and managed to ensure the validity, 
accuracy and completeness of reported information 

Internal control deficiency 

Financial and performance Management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should ensure that the municipality’s performance management 
system entails a framework that describes and represents how the municipality’s cycle and 
processes of performance planning, monitoring, measurement, review, reporting and improvement 
will be conducted, organised and managed, including determining the roles of the different role- 
players. 

Management response 
No responses received. 

Auditor’s conclusion 
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140. EX.117 - AoPO_ Nature of the PMS 

Audit finding 

Municipal Planning and Performance Management Regulations (GNR. 796 of 24 August 2011); 
Reg 7 requires the performance management system (PMS) of the municipality entail a framework 
(i.e. internal policies and procedures) that describes and represents the role and responsibilities of 
each role-player (including the local community) in the functioning of the system 

Nature 

Performance management system (PMS) of the municipality does not entail a framework (i.e. 
internal policies and procedures) that describes and represents the role and responsibilities of the 
local community in the functioning of the system 

Root cause 

Management could not provide necessary evidence 

Impact on annual report 

Municipality’s cycle and processes of performance planning, monitoring, measurement, review, 
reporting and improvement might not be conducted, organised and managed to ensure the validity, 
accuracy and completeness of reported information 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 


Recommendation 

We recommend that management should draft a framework that describes and represents the role 
and responsibilities of the local community in the functioning of the system 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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141. EX.121 - AoPO_ Monthly budget statements 

Audit finding 

Municipal Finance Management Act Sec 71(1) requires the accounting officer of a municipality by 
no later than 10 working days after the end of each month to submit to the mayor of the 
municipality and the relevant provincial treasury a statement in the prescribed format on the state 
of the municipality’s budget reflecting the following particulars for that month and for the financial 
year up to the end of that month: 


Nature 


No evidence was supplied to support that municipal manager by no later than 10 working days 
after the end of each month has submit to the mayor of the municipality and the relevant provincial 
treasury a statement in the prescribed format on the state of the municipality’s budget reflecting the 
following particulars for that month and for the financial year up to the end of that month - 

1. Actual revenue, per revenue source; 

2. actual borrowings; 

3. actual expenditure, per vote; 

4. actual capital expenditure, per vote; 

5. the amount of any allocations received; 

6. actual expenditure on those allocations, excluding expenditure on its share of the local 
government equitable share 


Root cause 

Management could not provide necessary evidence 

Impact on annual performance report 

Non compliance with laws and regulations results in unfair presentation of the annual report 

Internal control deficiency 


Leadership 


Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 
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We recommend that management should by no later than 10 working days after the end of each 
month to submit to the mayor of the municipality and the relevant provincial treasury a statement in 
the prescribed format on the state of the municipality’s budget 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


142. EX. 128 - AoPO_ No detailed performance management processes 

Audit finding 

Municipal Planning and Performance Management Regulations (GNR. 796 of 24 August 2011); 
Reg 7 requires the performance management system (PMS) of the municipality entail a framework 
(i.e. internal policies and procedures) that describes and represents the role and responsibilities of 
each role-player (including the local community) in the functioning of the system 

Nature 

Management did not provide performance information systems, processes and procedures (at a 
detail level - i.e. per indicator) that is well defined, documented as standard operating procedures 
and fully implemented to ensure valid, accurate and complete reported performance. 


Directorate: Municipal Works 

Indicator/measure 

rargets 

Improve accessibility of electricity to identified households in 
BLM KPA: Electrify Households for Eskom Projects 

To connect 949 households 

Improve accessibility of electricity to identified households in 
BLM KPA: Electrify Households for Municipal Projects 

556 Households to be 
electrified 

Improved accessibities and roads between areas KPA: 
Purchase of heavy machineries 

Igrader and 1 10 cubes tipper 
truck by March 2012 

Improving the standard of living KPA: Coordinate the 
construction of 960 CROP houses 

DoHS to construct and 
complete 960 CROP houses 

Improving Standard of Living KPA: (IRDP) Phase 1 Servicing 
of 1000 Sites in Thulamahashe 

DoHS to Service 1000 Sites 

By June 2012 

Directorate: Water Services 

Indicator/measure 

Targets 

Ensure that 2010/11 projects in the IDP are completed and 
handed over. 

Completion of funded scope of 
52 Projects including water, 
sanitation and building of a 
aboratory. 
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Ensure that the municipality complies with water quality 
standards. 

Improve our Blue drop status 
to at least 60% 

Development of a maintenance plan with the involvement of 
the regional offices, Bushbuckridge Water and Registrations 
of WTW. 

Registration of at least 70% 
of our plants 

Ensure that sanitation projects are implemented 

Completion of sanitation 
projects (WWTW and 
reticulation) 

Comply with the effluent quality standards. 

none 

Registration of WWTW 

none 


Root cause 

Management does not understand the performance management processes that needs to be 
followed to collect, collate, review and report on actual targets achieved 

Impact on annual report 

Valid, accurate and complete actual targets achieved might not be reported, deficiencies and under 
performances might not be identified and rectified 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should understand and document processes on how the source information is be 
collected, collated, reviewed, recorded and analysed for each indicator/measure and actual target 
achieved 


Management response 
No responses received. 
Auditor’s conclusion 


No responses provided by management. 
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143. EX. 152 - AoPO_ planned and reported indicators/measures are not well-defined 

Audit finding 

The National Treasury Framework for managing programme performance information 
(FMPPI) requires that indicators/measures should have clear unambiguous data definitions so 
that data is collected consistently and is easy to understand and use 


Nature 


Selected planned and reported indicator/measure was not well-defined. The indicator/measure has 

to comply with the following criteria to be considered well 

defined: 

1. It must have a clear, unambiguous definition 

2. It should be defined so that data will be collected consistently 

3. It must be easy to understand and use 


Root cause 


This was due to the fact that management was aware of the requirements of the FMPPI but did not 
receive the necessary training to enable application of the principles 

Impact on annual report 

Information reported on annual performance report might not be accurate, valid and complete 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should receive the necessary training to enable application of 
the principles and consequently, ensure that indicators/measures have clear unambiguous data 
definitions so that data is collected consistently and is easy to understand and use 
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Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


144. EX. 158 - AoPO_ planned and reported indicators/measures are verifiable 
Audit finding 

The National Treasury Framework for managing programme performance information (FMPPI) 
requires that it must be possible to validate the processes and systems that produce the indicator 

Nature 

Planned and reported indicator/measure is not verifiable. The indicator/measure has to comply with 
the following criteria to be considered verifiable: 

1. It must be possible to validate the processes and systems that produce the indicator 


Root cause 

Management was aware of the requirements of the FMPPI but did not receive the necessary 
training to enable application of the principles 

Impact on annual report 

Information reported on annual performance report might not be accurate, valid and complete 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should receive the necessary training to enable application of 
the principles and consequently, ensure that processes and systems that produce the indicator is 
verifiable 


Management response 
No responses received. 
Auditor’s conclusion 
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No responses provided by management. 


145. EX. 162 - AoPO_ Presentation of reported performance information 

Audit finding 

Section 46 (1) (c) of the Municipal Systems Act requires that the annual performance report to 
reflect measures taken to improve performance 

Nature 

Annual performance report of the municipality does not reflects measures taken to improve 
performance. 

Root cause 

This was due to inadequate internal policies and procedures over the processes pertaining to the 
reporting of performance information 

Impact on annual report 

Management might not be able to improve on the under performance 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should ensure that improvement measures in the annual 
performance report for the planned targets not achieved is disclosed as required by section 46 of 
the Municipal Systems Act 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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146. EX. 188 - AoPO_ Portfolio of evidence not provided to support the reported 

performance information 

Audit finding 

The National Treasury Framework for managing programme performance information (FMPPI) 
requires that it must be possible to validate the processes and systems that produce the indicator 

Nature 

We were unable to obtain all the information and explanations we considered necessary to satisfy 
ourselves as to the validity and accuracy of the actual reported performance of the following 
development priorities: 

1. Water 

2. Sanitation 

3. Roads/ streets and bridges 


n 

INDICATOR/MEASURES 

REPORTED 

PERFORMANCE 

PORTFOLIO OF EVIDENCE 

1 

Tarring of Dwarsloop 
internal streets 

Contract terminated 

Termination report and minutes of site meeting 
with the contractor 

2 

Taring of roadvioletbank 
to Madjembeni 

design stage 

Consultant appointment letter 

3 

Construction of 

Athurseat Tarred Road. 

Achieved 

Completion certificate 

4 

Construction of cargoin 
to cross roads 

On hold needs additional 

funds 

Expenditure to date against budgeted amount & 
request for additional funding 


Tarring of Road 
Halemele. 

Moved to next financial 

year 

Progress reports 

6 

Tarring of Hoxani to 
Goromani and madras 
road 

Stopped at design stage 

designs and consultant appointment letter 
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Construction of 
Thusanang to 
Marongwana Tarred 
phased 2 

Stopped at design stage 

designs and consultant appointment letter 

8 

Extension of Maviljan 
Access Streets. 

Stopped at design stage 

designs and consultant appointment letter 

9 

Tarring of road from 
Buffelshoek to Tsuvulani 
via Chochocho. 

Stopped at design stage 

designs and consultant appointment letter 

10 

Paving of Mkhuhiu 
streets 

Stopped at design stage 

designs and consultant appointment letter 

11 

Construction of Mkhuhiu 
to Mashonamini Tarred 
road Phase 2 

30 % complete 

Progress report and minutes of site meetings 

12 

Tarring of road from 
Mapalen to Chayaza 
High school 

Stopped at design stage 

designs and consultant appointment letter 

13 

Storm water drainage 
Shatale 

Stopped at design stage 

designs and consultant appointment letter 

14 

Construction of road 
approaches at the 
bridge from Technical to 
Power line. 

Stopped and rolled over 
to next financial year 

progress reports 

15 

Tarring of internal 
streets Thulamahashe 

Stopped at design stage 

designs and consultant appointment letter 

16 

Tarring of road from new 
forrest to casteel phase 

2 

Stopped and rolled over 
to next financial year 

progress reports 


Root cause 

This was due to limitations placed on the scope of our work due to the absence of information 
systems and the municipality’s records not permitting the application of alternative audit 
procedures. 

Impact on annual report 

Reported performance information might not be accurate and complete 

Internal control deficiency 

Financial and Performance Management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 


Recommendation 

We recommend that management should maintain a proper record filing for portfolio of evidence to 
support the reported performance information 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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147. EX.193 - AoPO_ Reported performance not complete 

Audit finding 

The National Treasury Framework for managing programme performance information (FMPPI) 
requires that documentation addressing the systems and processes for identifying, collecting, 
collating, verifying and storing information be properly maintained 

Nature 

Infrastructure projects disclosed in the municipal fixed assets register as additions were not 
reported in the annual performance report 

The following projects was recorded in the fixed assets register as additions, but was not reported 
in the annual performance report as not complete: 



Asset description 

Serial code 

Amount 

1 

Tarring Of Road From Hoxani To Goromani And Madras 

X5207 

1,399,048.05 

2 

Tarring Of Road From Mkhuhiu To Mashonameni Phase 3 

X5208 

2,982,295.75 

3 

Tarring Of Internal Streets Thulamahashe 

X5213 

1,002,159 


The following projects was recorded in the fixed assets register as additions, but reported in the 
annual performance report as not complete: 


n 

Asset description 

Serial code 

Amount 

1 

Construction Of Bridge From Acornhoek To Powerline 

X5195 

2,024,550.96 

2 

Construction Of Bridge - Sommerset To Lilldale 

X5200 

2,338,559.30 

3 

Tarring Of Roads And Culvets From Shatale To Zone 1 

X5212 

1,053,395.77 

4 

Tsakane - Mandiyane Road 

X5190 

664,609.02 

5 

Construction Of Bridge From Dumpries Ac 

X50440 

607,721.55 

6 

Upgrading Of Thulamahashe Internal Streets Phase 2 

X50640 

668,163.35 

7 

Construction Of Bridge 

BBR4E04 

832,171.35 

8 

Construction Of Street At Maviljan (Prev.Proj. Eq/Rb/307211 

X50790 

995,537.41 
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9 

Construction Of Bridge 

BBR4E03 

1,128,475.20 

10 

Construction Of Bridge Technical Powerline 

X50970 

1,160,080.70 

11 

Roads Gravel Surface 

BBR7B00 

1,171,081.20 

12 

Gamthakathi To Wales Road 

X51610 

1,239,541.70 

13 

Fsakani/Mandiyani Road 

X50540 

1,275,440.90 

14 

Hoxane To Goromane Road Phase 2 

X50580 

1,286,947.20 

15 

Roads Gravel Surface 

BBR7A02 

1,446,792.10 

16 

Roads Asphalt Surface 

X51750 

3,152,905.20 

17 

Construction Of Shatale Zone 1 To Main Road 

X51590 

3,439,570.50 

18 

Sigagula To Bridgeway Road 

X50430 

3,799,730.30 


Root cause 

This was due to a lack of monitoring/review/standard operating procedures for the recording of 
actual achievements 

Impact on annual report 

Performance information as reported in the annual performance report may not be accurate and 
complete 

Internal control deficiency 

Leadership 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should appropriately review the progress of the infrastructure 
projects and ensure that all completed projects are reported in the annual performance report 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 
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148. EX.21 - AoPO_ Monitoring, measurement and review of performance information 

Audit finding 

Section 46 of the Municipal Systems Act requires the accounting to prepare a performance report 
for each year. 

Nature 

Management did not prepare a performance report reflecting: 

• the performance of the municipality and of each service provider 

• a comparison of the performance with targets set for and performances in the previous 
financial year; and 

• measures taken to improve performance. 

Root cause 

Management did not prepare the performance report that reflects all the requirement of the Act 

Impact on annual report 

Assessment of planned and reported performance may not be effectively performed resulting in 
lack of sufficient information acquired to improve performance 

Internal control deficiency 

Financial and Performance Management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 
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We recommend that management should prepare a performance report reflecting: 


• the performance of the municipality and of each service provider 

• a comparison of the performance with targets set for and performances in the previous 
financial year; and 

• Measures taken to improve performance. 


Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


149. EX.45 - Ongoing monitoring _ financial and performance control activities 

Audit finding 

MSA, section. 41 (c) requires PMS of the municipality to provide for the monitoring of performance; 
and measurement and review of performance at least once per year with regard to each of the 
development priorities and objectives and against the key performance indicators and targets set in 
the IDP 


Nature 


Management does not have a strategy to ensure that ongoing monitoring is effective and will 
trigger separate evaluations where problems are identified or systems are critical and testing is 
periodically desirable, therefore, management may not be able to: 

1. Provide for routine feedback and monitoring of performance and control objectives. 

2. Emphasise to programme and operational managers that they have responsibility for internal 
control and that they should monitor the effectiveness of control activities as a part of their regular 
duties. 

3. Provide identification of critical operational and mission support systems that need special 
review and evaluation. 

4. Include a plan for periodic evaluation of control activities for critical operational and mission 
support systems. 


Root cause 

Management does not have a strategy to ensure that ongoing monitoring 

Impact on annual report 

Planned targets may not be achieved due to lack of resources or under performance by 
programmes 
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Internal control deficiency 

Financial and performance management 

Management does not perform an oversight responsibility regarding financial and 
performance management and compliance with related internal controls 

Recommendation 

We recommend that management should conduct workshops on key performance areas as a 
strategy to identify whether ongoing monitoring is effective or not 

Management response 

A copy of quarterly performance reports submitted. 

Auditor’s conclusion 

Management submitted a copy of quarterly performance reports but is still not sufficient 


150. EX.49 - AoPO_ Setting of performance targets 

Audit finding 

GNR. 796 of 24 August 2011); Reg. 12(1) &(2)(e) requires the municipality, for each financial year 
to set the performance targets, for each of the performance indicator set by it. A performance 
targets must - 

• Be practical and realistic 

• Measure the efficiency, effectiveness, quality and the impact of performance of the 
municipality 

• Be commensurate with the available resources 

• Be commensurate with the municipality's capacity 

• Be consistent with the municipality's development priorities and objectives set out in its 
integrated development plan 

1. The performance targets set in the IDP does not correspond with available resources; and 
with the municipality capacity to reach their target. For example, the performance capacity 
not yet at good stage as the water bulk line has not yet covered the whole municipal area 

2. Through inspection of the IDP, we have noted that management did not set annual 
measurable performance targets for all the development priorities and objectives. 


Priority Issue 

Project 

Objective 

Measures 

farget/Milestone 

Date/Time 

Frame 

Programme 

Budget 

Output/Baseline 

Outcome/Indicator 



Fotal 

Projects 

Allocation 

Water 

Infrastructure 

Projects to 
achieve 

Presidential 

targets 

All households 
provided with 
quality 
affordable 

water 

80% satisfaction 

rate for household 
having access to 
quality water 

100% of the total 

households in the 
municipal area 

2014 

R 1,135B 
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Sanitation 

Provide an 

adequate 

and 

appropriate 

sewer 

systems for 
the urban 
part of the 
municipality 
as well as 

yiP's for the 

rural 

conditions 

60% of 

households with 
appropriate 
sewer systems 
for both rural 

and urban 

communities 

80% of households 
having access to 
basic sanitation 

100% of the total 

households in the 
municipal area 

2014 

R721m 

Electrification 

of 

Households 

Provide 

affordable 

and reliable 
electricity to 
urban and 

rural areas in 

the 

municipality 

80% of 

electrified 

homes for 

households 
earning incomes 
between R800 

and RllO 

80% of households 

with affordable 

and reliable 
electricity 

100% of total 

households with 
electricity in the 
municipal area 

2014 

R 89m 

Roads and 
Bridges 

Provide safe 

and 

appropriate 
road and 

storm water 

networks in 

the 

municipal 

areas 

Safe road and 

storm water 

networks 

Improved 
accessibility and 
safe roads between 

areas 

Safe road and 

storm water 

network 

2014 

R 1,011m 

Waste 

Management 
and Refuse 
Removal 

Provide a 
safe, 

effective and 

economical 

waste 

management 
and refuse 
disposal 
system 

Households with 

access to waste 

management 
and refuse 
disposal system 
(per area or 
specific area and 
include time 

frame 

90 % households 

satisfaction index 

100% 

households 

2012 

R 101m 


Cause 

Management did not set annual performance targets 

Impact 

Management might not be able to detect early an indication of under achievements and provide for 
corrective measures 


Internal control deficiency 

Management does not perform an oversight responsibility regarding financial and 
performance management and compliance with related internal controls 


Recommendation 
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We recommend that management must, for each financial year to set the performance targets for 
each of the performance indicator set by it. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


151. EX.54 - Non-submission of the developed IDP to the MEC of local government 

Audit finding 

MSA Section 32 (1) (a) requires the municipal manager of a municipality to submit a copy of the 
integrated development plan as adopted by the council of the municipality, and any subsequent 
amendment to the plan, to the MEC for local government in the province within 10 days of the 
adoption or amendment of the plan. 

Nature 

The municipality did not submit a copy of the IDP to the MEC for local government in the province 
within 10 days after the adoption of the IDP by the municipal council 

Root cause 

Management submitted a copy of IDP to provincial treasury only, no other copy was submitted to 
the relevant local government MEC as required by the Act 

Impact on annual financial statements 

Municipality did not comply with laws and regulations 

Internal control deficiency 

Financial and performance management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 
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We recommend that management should annually submit a copy of the IDP to the MEC for local 
government in the province within 10 days after the adoption of the IDP by the municipal council 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


152. EX.56 - AoPO_ No corresponding budget allocation for development priority 

Audit finding 

Municipal Planning and Performance Management Regulations (GNR. 796 of 24 August 
2011); Reg. 12(2)(c-d) 


Nature 


There is no corresponding budget allocation for the following development priority: Note 

• Service Delivery Standards (Batho Pele) - Implementation of the Batho Pele Principles 

• Public Participation and Good Governance-Improve public participation to enhance good 
governance 

Root cause 

Management did not ensure that all planned targets have been allocated an adequate budget 

Impact on annual report 

Performance targets set in the IDP may not correspond with available resources; and with the 
municipality capacity to reach those targets 

Internal control deficiency 

Financial and Performance Management 

The monitoring strategy that includes sufficient resource allocation to the set targets to regularly 
monitor the effectiveness of control activities was not adhered to for all the priorities. 
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Recommendation 

We recommend that management should ensure that sufficient resource allocation to the set 
targets has been regularly monitored 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Provisions 

153. EX.202 - 13th cheque provisions 


Audit finding 

In terms of GRAP 19 paragraph 20 A provision shall be recognised when an entity has a present 
obligation (legal or constructive) as a result of a past event, it is probable that an outflow of 
resources embodying economic benefits or service potential will be required to settle the 
obligation; and a reliable estimate can be made of the amount of the obligation. 

A constructive obligation is an obligation that derives from an entity’s actions where by an 
established pattern of past practice, published policies or a sufficiently specific current statement, 
the entity has indicated to other parties that it will accept certain responsibilities; and as a result, 
the entity has created a valid expectation on the part of those other parties that it will discharge 
those responsibilities. 


Nature 

We inspected the annual financial statement submitted for audit and confirmed that the 
municipality did not disclose provisions in terms on 13th cheque. This creates uncertainty over 
completeness of provision. 

Cause 

Lack of review of financial statement before they are submitted for audit 

Impact 

Understatement of provisions 
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Internal control deficiency 

Financial and performance management 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

We recommend that management should make provision for 13th cheque as required by GRAP 17 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


Receivables 

154. EX. 13 - Presentation of financial statements 
Audit finding 

In terms of paragraph 62 of GRAP l(Presentation of financial statements), an entity shall present 
current, non-current assets, current and non-current liabilities as separate classifications on the 
face of its statement financial position. 

Nature 

An amount of R2, 589,299 for long term loans was granted to employees and residents. This 
amount was incorrectly disclosed as consumer debtors in the AFS. 

Root cause 

Management does not perform proper oversight to ensure that the items in the Annual financial 
statements are properly disclosed. 

Impact on annual financial statements 

Consumer debtors might be overstated and long term loans understated in the statement of 
financial position 


Internal control deficiency 
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Financial and performance management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

We recommend that management should process a journal for R2, 589,299 to correct the 
consumer debtors account and long term loans in the statement of financial position . 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


155. EX.183 - Consumer debtors_ debt impairment as per management calculation does 

not agree to financial statements 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

1. The debt impairment as per management calculation does not agree to the amount recognised 
in the annual financial statements, refer below for the variance: 


Debtors provision per management 
calculations 

579,690,600 

Provision per APS 

582,279,901 

Variance 

R2,589,301 


Lack of review by management before annual financial statement are submitted for audit 
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Consumer debtors might be misstated by R2, 589,301 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 


Recommendation 

Management should monitor and review municipality's internal controls over daily and monthly 
processing of transactions. Furthermore the financial statement should be adjusted to correct the 
identified the misstatements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


156. EX.184 - Consumer debtors_ the opening balance of the provision for impairment 

was re-stated 


Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

The opening balance of the provision for debt impairment was re-stated, refer below for 
calculations 


Opening balance per prior year AFS 

369,426,784 

Opening balance per current year AFS 

372,016,083 

Variance 

R2,589,299 
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Lack of review by management before annual financial statement are submitted for audit 
Consumer debtors might be misstated by R2, 589, 299 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

Management should monitor and review municipality's internal controls over daily and monthly 
processing of transactions. Furthermore the financial statement should be adjusted to correct the 
identified the misstatements 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


157. EX.99 - Water debtors_ limitation of scope 


Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

Management did not submit the water distribution losses reconciliation for the year ended 30 June 
2012. It was not possible to perform alternative procedures to obtain sufficient appropriate audit 
evidence without water distribution loss reconciliation and records for water meter sold/connected. 

Therefore we couldn’t satisfy ourselves as to the existence, valuation, completeness and rights and 
obligation of water debtors. 

Cause 

Management did not ensure that there is full and proper record keeping 

Impact 

The amount of R 280,685,084 for water debtors could not be tested for completeness 
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Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

Information provided. 

Auditor’s conclusion 

Records of water meter sold/connected were received and water distribution losses reconciliation 
is still outstanding. 


Revenue 

158. EX.112 - Overstatement of Equitable Share 

Audit finding 

Section 62 1(c) of the Municipal Finance Management Act states that the accounting officer is 
responsible for managing the financial administration of the municipality and must take reasonable 
steps to ensure it maintains effective, efficient and transparent systems of financial risk 
management and internal control. 


Nature 


The total revenue of R356,860,000 recognised in the financial statements of the municipality in 
respect of equitable share has been overstated with an amount of Rl, 292, 000. Upon enquiry with 
the national treasury, the national treasury indicated that the amount of Rl, 292, 000 was a payment 
from department of public works. 
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No: 

Date 

Description 

Reference 

Amount Per 
GL 

Amount Per Bank 
Statement 

Overstatement 

1 

2011/12/05 

EQUITABLE 

SHARE 

SRBFNTCll 

FNBJNLEQGRANT 

89,925,000 

89,925,000 

“ 

2 

2012/03/23 

EQUITABLE 

SHARE 

SRBFNTC12 

FNBJNLEQGRANT 

99,623,000 

99,623,000 

- 

3 

2011/07/07 

80332382 

SRBFNTCll 

07070012 

166,038,000 

166,038,000 

- 

4 

2012/03/01 

80332137 

SRBFNTC12 

FNBJNLHEALTH 

1,292,000 

- 

(1,292,000) 

(Over)/understatement 

(1,292,000) 


Cause 

The revenue manager of the municipality does not know which receipts from the treasury 
constitutes equitable share. 

Impact 

There is an overstatement of equitable share by an amount of Rl, 292,000. 


Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

The revenue manager does not know which receipts from the treasury constitutes equitable share. 


Recommendation 

The revenue manager should get training on identifying which receipts from the treasury 
constitutes equitable share or any other receipts., 


Management response 

No responses provided. 
Auditor’s conclusion 
No responses by management. 


159. EX.171 - Revenue: LG SETA not clearly disclosed on the financial statements 


Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control. 

Nature 

The LG SETA grant has not been clearly disclosed on the financial statements. The based on the 
audit evidence obtained, the LG SETA grant is made-up of mandatory (Unconditional) grant and 
discretional (Conditional grant), but the municipality only disclosed the grant as an unconditional 
grant and recognised total revenue on the grant as it was received. 

Total revenue recognised on the LG SETA grant R2, 720,724. 

The grant should have been disclosed as follows: 
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Mandatory 

1,010,724.29 

Discretionary 

1,710,000 

Total grant received 

2,720,724.29 


Cause 

Staff members do not understand the applicable financial reporting framework and performance 
information reporting requirements in respect of the LG SETA grant. 

Impact 

There will be an overstatement of revenue if the conditions of the discretional grant are not met. 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

The management did not prepare regular, accurate and complete financial and performance 
reports that are supported and evidenced by reliable information. 


Recommendation 

The LG SETA grant on the financial statements should be correctly disclosed into mandatory and 
discretional grant and supported by valid and complete information and documents. 


Management response 

No responses provided. 
Auditor’s conclusion 
No responses by management. 


160. EX.172 - Grants(MIG)_Misallocation of invoice number 


Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control 

Nature 

The invoice number in the General ledger does not agree with the invoice number as per Invoice 
as follows: 


No 

Date 

Reference 
as per GL 

Reference as 
per Invoice 

Description 

Amount exclusive 
of VAT 

Amount 
including of 

VAT 

1 

2011/01/12 

GRV0160 

BUSH/06 

nyanka bulk water supply: tsakani brunc 

602,028.28 

686,312.24 
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2 

2014/10/11 

GRV0149 

BBR 2011/03 

Bulk line from Buffelshoek to 

Okkemeutbo 

42,349.73 

48,278.69 


Cause 

Management did not ensure that proper controls have been established in regard to financial 
management 

Impact 

We could not audit the accuracy and validity of an amount of R644, 378.01 


Internal control deficiency 

Management does not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that all the invoices should not be captured onto the system and processed 
without checking the invoice number that it agreed with the amount paid 


Management response 

No responses provided. 
Auditor’s conclusion 
No responses by management. 


161. EX.173 - Scope Limitation_ LG SETA Grant 


Audit finding 
Nature 

The municipality could not provide invoices and payment vouchers to support an amount of Rl, 
565,415 which is part of the total revenue of R2, 720,724 of the revenue recognised on the LG 
SETA grant. As the result this amount Rl, 565,415 could not be audited for Occurrence, accuracy 
and classification. 


Total Grant fund 

2,720,724 

Supporting vouchers submitted for audit purposes 

1,155,309 
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Variance 


1,565,415 


Cause 

The municipality does not have a proper record keeping that in a timely manner can ensure that 
complete, relevant and accurate information is accessible and available to support financial and 
performance reporting. 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

The management did not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial and 
performance reporting. 

Recommendation 

Management should implement a proper record keeping that will in a timely manner ensure that 
complete, relevant and accurate information is accessible and available to support the financial 
information presented on the financial statements. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 


162. EX.175 - Misstatement of Revenue 

Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control. 


Nature 
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During the audit of revenue, we have noted that the amount of revenue line items presented and 
disclosed on the financial statements, do not agree on the amount on the general ledger on the 
municipality submitted for audit. Therefore, the total revenue of R874,340,956 has been misstated. 

The following is the list of item of revenue from the general ledger that do not agree to the amount 
of revenue presented and disclosed on the financial statements of the municipality: 


Item 

Amount per GL 

Amount per 

AFS 

Over/(Over) 

Statement 

Rental of Facilities and Equipment 

Premises 

268,222.73 

262,636 

5,586.73 

Rental of Equipment 

123,224.67 

117,101 

6,123.67 

Fines 

Traffic fines 

1,641,632.73 

1,419,308 

222,324.73 

Government grant and subsidies 




Expanded Public Works Programme Incentive Grant 

1,870,316.92 

1,684,000 

186,316.92 

Integrated National Electrification Programme 

1672305.36 

1,858,622 

(186,316.64) 

INTEREST 




Bank 

1,630,411.99 

1,436,871 

193,540.99 

Interest charged on trade and other receivables 

26,738,579.91 

26,936,612 

(198,032.09) 

Other Income 




Sundry Income 

3,448,039.88 

3,628,646 

(180,606.12) 

Reconnection fees 

27722.16 

141,011 

-113,288.84 


Cause 

The municipality does not prepare accurate and complete financial and performance reports that 
are supported and evidenced by reliable information. 

Impact 

There is a misstatement of revenue in the financial statements. 


Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

Management did not prepare accurate and complete financial and performance reports that are 
supported and evidenced by reliable information. 

Recommendation 

The management should prepare accurate and complete financial and performance reports that 
are supported and evidenced by reliable information. 


Management response 

No responses provided. 

Auditor’s conclusion 

No responses provided by management. 


163. EX.197 - Scope Limation_ Revenue on MIG grant 


Audit finding 
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In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

The invoices and payment vouchers amounting to Rl, 079,785.53 were not submitted for 
auditing which form part of the revenue recognised on the MIG grant amounting to R144,493,121. 

The following is the list of those payment vouchers and invoices: 


Date 

Description 

Reference 

Amount 





12/03/12 

Inyaka Bulk Principal Contract B List 

GRV0605 

226,825.55 

06/06/12 

Cert no 4 Shayeza Goromane water reticul 

GRV0929 

110,520 

14/12/11 

Inyaka bulk supply at Agincourt 

B22 

593,824.47 

08/07/11 

waterval reticulation and supply 

rBA000221 

148,615.51 

Total 


1,079,785.53 


Cause 

The municipality does not have proper record keeping to ensure that complete, relevant and 
accurate information is accessible and available to support financial and performance reporting. 

Impact 

No audit conclusion can be reached on amounts disclosed in the financial statements for MIG 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Recommendation 

The management should prepare accurate and complete financial and performance reports that 
are supported and evidenced by reliable information. 


Management response 
No responses provided. 
Auditor’s conclusion 


No responses provided by management. 


164. EX.199 - Overstatement of Revenue by VAT 
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Audit finding 

In terms of GRAP 9 par.13 Revenue includes only the gross inflows of economic benefits or 
service potential received and receivable by the entity on its own account. Amounts collected 
as agent of the entity or on behalf of other third parties, for example, the collection of telephone 
and electricity payments by the post office on behalf of entities providing such services, are not 
economic benefits or service potential that flow to the entity and do not result in increases in assets 
or decreases in liabilities. Therefore, they are excluded from revenue. 

The municipality has on some transactions recognised revenue inclusive of VAT on the MIG grant. 
The total amount of revenue recognised inclusive of VAT amounts to R2, 348,930.28. 

The following is the list of payment vouchers that were recognised as revenue inclusive of VAT: 


Date 

Transaction 

Reference 

Invoice 

VAT 

29/07/11 

Thabakgolo shatale water reticulation 

MOEOl 

446,410.02 

54,822.28 

19/08/11 

Shayeza Trading 

57 

95,885.91 

11,775.46 

08/07/11 

Selby Construction 

18 

99,219.67 

12,184.87 

01/07/11 

Acornhoek 5ml resevior 

5 

399,998.50 

49,122.62 

08/07/11 

Dalas Business Enterprise 

1 

525,914.80 

64,586.03 

01/07/11 

Retention 

SIB-1 

267,442.54 

32,843.82 

06/12/11 

SIBIYA PROPERY 

5 

514,058.84 

63,130.03 

Total 


2,348,930.28 

288,465.12 


Cause 

The municipality does not have controls over daily and monthly processing and reconciling of 
transactions. 

Impact 

Overstatement of revenue. 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT: 

Management did not implement controls over daily and monthly processing and reconciling of 
transactions. 


Recommendation 

The municipality should implement controls that will ensure that daily and monthly processing and 
reconciliation of transactions is done, so that revenue is recognised as net VAT. 

Management response 

No responses provided. 

Auditor’s conclusion 

No responses provided by management. 
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Taxes 

165. EX.67 - VAT receivables _ limitation of scope 

Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

VAT receivables could not be audited because management did not submit the VAT reconciliation 
for August 2011. It was not possible to perform alternative procedures to obtain sufficient 
appropriate audit evidence without the VAT reconciliation. Therefore, we couldn’t satisfy ourselves 
as to the validity, accuracy and completeness of VAT receivables. 


Root cause 

Management did not ensure that there is full and proper record keeping 


Impact on annual financial statements 

The amount of VAT receivables could not be tested for validity, accuracy and completeness. 

Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 


Management response 
Information submitted. 
Auditor’s conclusion 


Request no. 

Information requested 

Comment 

27 

VAT reconciliations for each month for the year ended 30 June 
2012 

received 
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Cash and cash equivalents 

166. Cash and bank_ variance in interest calculation 
Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 

Interest according to the bank confirmation differs from interest according to our calculation. The 
variance was calculated as follows: 


Details 

Amount 

Details 

Amount 

Interest as per bank confirmation 

1,379,251.93 

Interest recalculated 

4,934,055.36 

Interest as per trial balance 

1,436,871.42 

Interest as per trial balance 

1,436,871.42 

Difference 

(57,619.49) 

Difference 

3,497,183.94 


Cause 

Management does not design controls to ensure accurate records are kept 

Impact 

Cash and bank may be misstated by R 2,927,183.94 

Internal control deficiency 

Management did not exercise control over cash and bank to ensure that accurate accounting 
records are kept. 

Recommendation 

Management should exercise proper control over cash and bank to ensure that it is accurate 

Employee costs 

167. Employee costs_Account reclassified without a proper disclosure 

Audit finding 
Requirement 

In terms of the General Reporting Accounting Principles, when comparative amounts are 
reclassified, an entity shall disclose: 

(a) the nature of the reclassification; 

(b) the amount of each item or class of items that is reclassified; and 

(c) the reason for the reclassification. 


Nature 
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When doing the comparatives for last year, we discovered that the items below were reclassified 
and the classification was not disclosed in the annual financial statements. 


Description 

Prior year 

Final amounts per prior 
year working papers 

J 

Corresponding amounts 
per current year financial 
statements submitted for 
audit 

K 

Difference 

K = (1 - J) 

Basic 

128,662,604.00 

128,662,604.00 

0.00 

Bonus 

0.00 

11,649,794.00 

■11,649,794.00 

Medical aid-Company contributions 

5,642,519.00 

5,642,519.00 

0.00 

UIF 

0.00 

1,053,811.00 

■1,053,811.00 

SDL 

0.00 

3,145,445.00 

■3,145,445.00 

Pension contributions 

0.00 

22,883,852.00 

■22,883,852.00 

Travel and related allowances 

0.00 

0.00 

0.00 

Overtime payments 

1,564,677.00 

1,564,677.00 

0.00 

Acting allowances 

0.00 

0.00 

0.00 

Car allowance 

99,417.00 

99,417.00 

0.00 

Housing benefits and allowances 

667,627.00 

500,410.00 

167,217.00 

SALGBC Levies 

0.00 

52,322.00 

■52,322.00 

Shift allowances 

0.00 

84,412.00 

■84,412.00 

Standby allowances 

0.00 

49,165.00 

■49,165.00 

Leave 

0.00 

2,746,008.00 

■2,746,008.00 

Other 

2,407,405.00 

36,420.00 

2,370,985.00 

Post employment benefits - Defined 
Contribution Plan 

22,883,852.00 


22,883,852.00 

Performance and other bonuses 

11,649,794.00 


11,649,794.00 




0.00 




0.00 


173,577,895.00 178,170,856.00 


-4,592,961.00 


Cause 

Management are reluctant to comply with the relevant laws and regulations. 


Impact 

There is no compliance with laws and regulations. 


Internal control deficiency 


Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 

Management should ensure that proper controls are in place to assist in the compliance with laws 
and regulations. 
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Management response 

No responses provided. 

Auditor’s conclusion 

No responses received from management. 


1. Employee cost_Skills Development levy not disclosed in the General ledger 

Audit finding 

Requirement 
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In terms of section 62 of the Municipal Finance Management Act(MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

Through inspection of the general ledger, we discovered that the monthly company contribution 
with regards to skills development levy was not disclosed, the amount of R 1 567 069 in note 19 of 
the annual financial statements is disclosed as Hazel in the general ledger. 

Cause 

Management does not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Impact 

The impact is that the skills development levy may be misstated in the annual financial statements. 

Internal control deficiency 

Control deficiency 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses received. 

Auditor’s conclusion 

No responses provided by management. 


2. Employee cost_Employees not verified 1 

Audit finding 
Requirement 
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In terms of section 62 of the Municipal Finance Management Act(MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

We issued a request to verify 50 employees and 16 were not verified, 

The total remuneration paid to these employees for the 2011/12 financial year could not be 
projected as the seven months’ salary runs report was not submitted for audit purposes. 

Cause 

Management are reluctant to comply with laws and regulations as they did not take the neccessary 
effort to ensure that these employees are available verification. 

Impact 

There could be a risk of fraud as ghost employees could be created, which would lead to irregular 
expenditure. 

Internal control deficiency 


Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that proper and effective controls must be put in place to ensure that personnel 
records are kept properly. 

Management response 

No management responses received 

Auditor’s conclusion 

No responses received from management. 
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3. Employee cost_Employees not verified 2 

Audit finding 
Requirement 

In terms of section 62 of the Municipal Finance Management Act(MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Nature 

We issued an additional list of employees which were not available at a head count which was 
conducted by the Municipality. The number of employees which were to be verified were 38 in 
total and we only were able to verify six. 

The total remuniration paid to these employees for the 2011/12 financial year could not be 
projected as the seven months salary runs report was not submitted for audit purposes. 

Cause 

Management are reluctant to comply with laws and regulations as they did not take the neccessary 
effort to ensure that these employees are available verification. 

Impact 

There could be a risk of fraud as ghost employees could be created, which would lead to irregular 
expenditure. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 
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We recommend that proper and effective controls must be put in place to ensure that personnel 
records are kept properly. 

Management response 

No management responses received. 

Auditor’s conclusion 

No responses received from management. 


4. Employee cost_Skills Development Levy inaccurately calculated 

Audit finding 
Requirement 


Section 123, 124, and 125 of the Municipal Finance Management Act(MFMA) requires that every 
municipality and every municipal entity Must for each financial year prepare annual financial 
statements which: 


332 


Management report of Bushbuckridge Local Municipality 


1. fairly presents the state of affairs of the municipality or entity, its performance against its 
budget, its management of revenue, expenditure, assets and liabilities, its business 
activities, its financial results, and its financial position as at the end of the financial year; 
And 

2. Disclose the information required in terms of sections 123, 124 and 125 


Nature 

On recalculation of the Skills Development levy paid, we discovered that there are variances amountong to R 


195 275 . 16 . 


Cause 

There is no proper review by management to ensure that calculations made are accurate. 

Impact 

The Skills Development Levy amount disclosed in the annual financial statements is misstated. 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 

Management response 

No responses provided. 

Auditor’s conclusion 

No responses provided. 
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Heading 1 

5. Unauthorised Expenditure_ Incorrect Disclosure 

Audit finding 
Limitation 

According to the specimen issued by treasury "Specimen Municipal Annual financial statements” in 
note 29 the unauthorised, Irregular, fruitless and wasteful expenditure disallowed the format is 
shown as 

Opening balance *** 

Irregular expenditure current year *** 

Approved by council or condoned *** 

T ransfer to receivables for recovery *** 

Irregular expenditure awaiting authorisation 


Nature 


According to the AFS year ended 30th June 2012 Note 29 From the inspection of the AFS, we can 
confirm that the irregular and unauthorised expenditure disclosed is not accurate and complete as 
this particular notes above were not disclosed in the AFS as at 30 June 2012 


a. Particulars of any material losses, unauthorised, irregular, fruitless and wasteful 
expenditures 

b. Whether such expenditure / loss are recoverable 

c. Any criminal or disciplinary steps taken as a result of such expenditure / loss 
The material losses recovered or written 

Lack of reviewing and monitoring of compliance with applicable laws and regulations 


Cause 
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The accounting officer/accounting authority does not exercise oversight responsibility over financial 
reporting and internal control. 

Impact 

Non compliance with specimen of treasury 

Internal control deficiency 

Management did not review and monitor compliance with applicable laws and regulations 

Recommendation 

Management should review and monitor compliance with applicable laws and regulations 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 

Operating expenditure 

6. Procurement _ Abuse of supply chain management system _deviations 
Audit finding 

In terms of the Municipal Supply Chain Regulation: 

38 Combating of Abuse of Supply Chain Management System 

A supply chain management policy must provide measures for the combating of abuse of the 
supply chain management system, and must enable the accounting officer: 

d) to reject any bid from a bidder 

i) if any municipal rates and taxes or municipal service charges owed by that bidder or any of its 
directors to the municipality or municipal entity or to any other municipality or municipal entity, are 
in arrears for more than three months; or 

ii) who during the last five years has failed to perform satisfactorily on a previous contract with the 
municipality or municipal entity or any other organ of state after written notice was given to that 
bidder was performance was unsatisfactory 

e) to reject recommendation for the award of a contract if the recommended bidder, or any of its 
directors has committed a corrupt or fraudulent act in competing for the particular contract 

g) to reject the bid or any bidder if that bidder or any of its directors : 

i) has abused the supply chain management system of the municipality or municipal entity or has 
committed any improper conduct in relation to such system 

ii) has been convicted for fraud or corruption during the past five years 



335 




Management report of Bushbuckridge Local Municipality 


iii) has willfully neglected, reneged on or failed to comply with any government, municipal or other 
public sector contract during the past five years 

13 c) General pre-conditions for consideration of written quotation or bids 

A supply chain management policy must state that the municipality or municipal entity may not 
consider a written quotation or bid unless the provider who submitted the provider who submitted 
the quotation or bid 

c) has indicated 

i) whether he / she is in the state, or has been in the service of the state, or has been in services of 
the state in the previous twelve months; or 

ii) If the provider is not a natural person, whether any of its directors, managers, principal 
shareholder is in the service of the state, or has been in the service of the state in the previous 
twelve months; or 

ii) whether a spouse, child or parent of a director, manager, shareholder referred to in 
subparagraph (ii) is in the service of the state, or has been in the service of the state in the twelve 
months 


We could not obtain sufficient, appropriate evidence that the following was done 

1. The municipality obtained the rates and taxes on the municipal service charges owed by that 
bidder and the confirmed that the arrears for more than three months 

2. The municipality obtained proof that the supplier has not failed to perform satisfactorily 

3. The municipality obtained a declaration that none of the suppliers' directors have committed a 
corrupt or fraudulent act in competing for a particular contract 

4. The municipality obtained or has willfully neglected, reneged or failed to comply with any 
government, municipal or other public sector contract during the five years 

5. The municipality obtained a declaration that the supplier has not been in the service of the state 
in the previous twelve months, whether any of its directors, managers, principal shareholder is in 
the service of the state, or has been in the service of the state in the previous twelve months 

and whether a spouse, child or parent of a director, manager, shareholder referred to in 
subparagraph (ii) is in the service of the state, or has been in the service of the state in the twelve 
months 


No 

Supplier 

Amount 

1 

Matatamale Construction ( Deviation) 

R 318,400.00 

2 

Jongilanga Trading CC ( Deviation) 

R 347,472.00 

3 

Matlala Nyapele Investment and Plant hire 

R 331,200.00 

4 

Manawaga Trading Enterprise 

R 345,800.00 

5 

Rhombana Trading Enterprise 

R 320,000.00 

6 

Rethabile Project - Angincourt 

R 442,115.20 

7 

Rethabile Project - Maviljan 

R 442,115.20 

8 

Rethabile Project - Lillydale 

R 442,115.20 
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9 

Senny Trading 

R 378,000.00 

10 

Rethabile Project - Mkhuhiu 

R 442,115.20 

11 

Rethabile Project - Marite 

R 442,115.20 

12 

Hambise Trading 

R 390,000.00 

13 

Beziway CC t/a Beziwayne Construction & Plant 
Hire 

R 313,785.60 


total 

R 4,955,233.60 


Cause 

Management did not align the Supply Chain Policy to Municipal Supply Chain Regulation 

Impact 

Understatement of irregular expenditure by R 4,913,433.60 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

Management should implement compliance checklist to ensure that all relevant sections are 
complied with 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 
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Receivables 

7. Other receivables from non-exchange transactions_ change in accounting policy not 
disclosed 

Audit finding 

In terms of GRAP 3 par 30 and 31, when initial application of a Standard of GRAP has an effect on 
the current period orany prior period, would have such an effect except that it is impracticable to 
determine 

the amount of the adjustment, or might have an effect on future periods, an entity shall disclose: 

(a) the title of the Standard; 

(b) when applicable, that the change in accounting policy is made in accordance with 
its transitional provisions; 

(c) the nature of the change in accounting policy; 

(d) when applicable, a description of the transitional provisions; 

(e) when applicable, the transitional provisions that might have an effect on future 
periods; 

(f) for the current period and each prior period presented, to the extent practicable, 
the amount of the adjustment for each financial statement line item affected; 

(g) the amount of the adjustment relating to periods before those presented, to the 
extent practicable; and 

(h) if retrospective application required by paragraph .21(a) or (b) is impracticable for 
a particular prior period, or for periods before those presented, the circumstances 
that led to the existence of that condition and a description of how and from when 
the change in accounting policy has been applied. 

Financial statements of subsequent periods need not repeat these disclosures. 
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.SlWhen a voluntary change in accounting policy has an effect on the current period or 
any prior period, would have an effect on that period except that it is impracticable to 
determine the amount of the adjustment, or might have an effect on future periods, an 
entity shall disclose: 

(a) the nature of the change in accounting policy; 

(b) the reasons why applying the new accounting policy provides reliable and more 
relevant information; 

(c) for the current period and each prior period presented, to the extent practicable, 
the amount of the adjustment for each financial statement line item affected; 

(d) the amount of the adjustment relating to periods before those presented, to the 
extent practicable; and 

(e) if retrospective application is impracticable for a particular prior period, or for 
periods before those presented, the circumstances that led to the existence of that 
condition and a description of how and from when the change in accounting policy 
has been applied. 


Management reclassified the housing debtors(R 2,601,803.83) from other receivables from non- 
exchange transactions to consumer debtors and did not disclose it as accordingly as a change in 
accounting policy. 

Management does not review financial statement to ensure that they are according to accounting 
standards before they are issued. 

Other receivables from non-exchange transaction might be understated by R 2,601,803.83 and 
consumer debtors overstated by R 2,601,803.83. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management design and implement controls to ensure that all line items in 
the financial statements are disclosed according to the relevant applicable standard. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 
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8. Other receivables from non-exchange transactions_ write offs not properly approved 
Audit finding 

In terms of section 62 of the Municipal Finance Management Act(MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards 

Management wrote off the following other receivables(other receivables from non- 
exchange transactions) without prior approval: 


Sundry debtors 
other debtors 
Unknown R/D cheques 
Banking Surplus/deficit 
Total 


R 1,558,511.42 
R 145,640.32 
R 39,463.97 
R 13,014.25 

R 1,756,629.96 


Management did not develop and monitor internal controls and municipal official lack 
understanding with regard to performing their duties. 

Other receivables from non-exchange transactions might be misstated by R 1,743,615.71 


Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 


Recommendation 
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Management should ensure that write offs are properly approved by senior personnel before they 
are accounted for. The approval should be accompanied by appropriate source documents. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 
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ANNEXURE C: ADMINISTRATIVE MATTERS 


Cash and cash equivalents 

168. EX.l - Cash and Bank_ Cash book entries are not properly reviewed 
Audit finding 

In terms of Treasury Regulations (TR) 15.10.1.1, the accounting officer is responsible for 
establishing systems, procedures, processes and training and awareness programmes to ensure 
efficient and effective banking and cash management including the performing of bank 
reconciliations on a daily basis to detect any unauthorised entries. 

Nature 

1. During our audit we selected the cash flow report for the month of June 2012, which was 
prepared on a daily basis and there was no evidence of review. The closing balance of the 
report as at 30 June 2012 was R508 779 023, reported as projected closing cash on hand. 

2. All cash book journals are captured in the ledger by finance clerk without proper 
authorisation by senior finance personnel (i.e. Chief accountant/Expenditure manager/etc) 

Root cause 

There are no proper controls to ensure that work done by junior personnel is reviewed 
appropriately. 

Impact on annual financial statements 

Errors and/or omissions may not be detected on time, which may lead to the possibility of fraud. 

Internal control deficiency 

Financial and Performance Management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

We recommend that proper controls should be put in place so as to ensure that work done is 
properly reviewed so as to comply with laws and regulations. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 
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Employee costs 

169. EX.14 - Employee related costs Internal control deficiencies 


Audit finding 

In terms of section 62 of the Municipal Finance Management Act(MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 


Nature 


Information captured on the payroll system by payroll clerks and interns was not reviewed 
appropriately. Monthly reconciliation on Payday System and the Pastel evolution 
system performed by chief accountant in expenditure was also not reviewed by a senior finance 
personnel. 


Root cause 

Sufficient controls to ensure that work done by junior personnel is reviewed appropriately was 
adhered to at all times. 

Impact on annual financial statements 

• work done by the payroll clerks may be inaccurate leading to a misstatement of employee 
costs in the financial statements. 

• fraud may be perpetrated and not detected. 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that proper and effective controls must be put in place to ensure that there is 
a review of work done by junior personnel within the finance department 

Management response 


Auditor’s conclusion 
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170. EX.19 - Employee related costs_ Alleged fraud and corruption 


Audit finding 

Section 62(l)(c) of the Municipal Finance Management Act requires the accounting officer of a 
municipality to ensure that the municipality has and maintains effective, efficient and transparent 
systems of: 

(i) financial risk and management and internal control 


Nature 

HR system administrator has been suspended with charges of fraud and manipulating the payroll 
system. An amount of alleged fraud against the municipality was not disclosed in the annual 
financial statements. 


Root cause 

Management did not put in place sufficient internal controls including segregation of duties 
Impact on annual financial statements 

Employee related costs as disclosed in the annual financial statements might not be accurate, valid 
and complete 


Internal control deficiency 

Financial and performance management 

Management did not ensure that the responsibilities and duties involving transactions and events 
are separated among different employees with respect to processing and recording, and making 
payments 


Recommendation 

We recommend that an amount of alleged fraud against the municipality should be disclosed in the 
annual financial statements. A case of fraud and corruption should also be opened with SAPS after 
management has investigated the allegations or findings of fraud and corruption 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 


171. EX.208 - Employee costs: employers contributions(Limitation of scope) 
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Audit finding 

Municipal Finance Management Act, Section 74. General reporting obligation. — (1) requires the 
accounting officer of a municipality must submit to the National Treasury, the provincial treasury, 
the department for local government in the province or the Auditor-General such information, 
returns, documents, explanations and motivations as may be prescribed or as may be required. 

Nature 

Employer's contributions could not be audited because management did not submit the following 
information requested. 


1. Personnel files for: 


No 

Employee no 

Employee name 

1 

S009953 

ZG Nkosi 

2 

1010044 

N Mambane 


2. The medical aid certificate were not included in the following employees files: 


No. 

Employee 

No. 

Employee Name 

1 

CON. 162 

SIBIYAAI MR 

2 

S000432 

GUMEDE NL MS 

3 

S000507 

KGWEDI EM MS 

4 

S000665 

KHOSA SZ MS 

5 

S000827 

MASHEGO KD MS 

6 

S001644 

NDLOVU A MS 

7 

S002053 

SHABANGU TH MR 

8 

S002920 

NDLOVU C MS 

9 

S003489 

MALELE JJ MR 

10 

S003873 

MACHAVE DG MRS 

11 

S004004 

KHOZA SN MS 

12 

S009828 

MABUNDA MBS MR 

13 

S009839 

MWALE MS MISS 

14 

S009842 

MASHELE P MISS 

15 

S009934 

MAKOFANE B MISS 

16 

S009939 

MOLAPO BM 

17 

S009947 

SESHABELA LT MR 

18 

S009953 

NKOSI ZG MISS 

19 

T010036 

MASHABAAL MR 

20 

T010040 

MOKOENA MS MR 

21 

T010044 

MAMBANE N MISS 

22 

T010050 

GAZIDE A MISS 

23 

16590406 

NTELELE AS MR 

24 

16610954 

TEBANE IH MR 

25 

16633474 

UBISI NW MR 


It was not possible to perform alternative procedures to obtain sufficient appropriate audit evidence 
without the personnel files and certificates not received therefore we couldn’t satisfy ourselves as 
to the occurrence, accuracy of employer's contributions. 
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Cause 

Management did not ensure that there is full and proper record keeping. 

Impact 

Employer's contributions could not be tested for occurrence and accuracy. 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should ensure that full and proper records are kept in a timely 
manner to ensure that complete, relevant and accurate information is accessible and available to 
support financial and performance reporting. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 


Heading 1 

172. EX.15 - Internal control deficiency 
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Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 


Nature 


Management did not put in place sufficient controls to ensure that: 

1. Codes are periodically acknowledged by signature from all employees. 

2. Employees indicate that they know what kind of behaviour is acceptable and unacceptable, 
what penalties unacceptable behaviour may bring, and what to do if they become aware of 
unacceptable behaviour. 

3. Strategic objectives and goals of the entity are communicated to employees to ensure 
alignment. 

4. The entity considers the risks associated with technological advancements and 
developments. 

5. Risks related to the availability of future funding for new programmes or the continuation of 
current programmes assessed. 


Root cause 

Management did not implement sufficient controls to ensure that code of ethics and strategic 
objectives and goals was communicated to employees 

Impact on annual financial statements 

Sufficient internal controls not addressed which will have a direct negative impact on the systems 
of the municipality to function effectively, efficiently and economically. 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls 

Recommendation 

We recommend that management should implement sufficient controls to ensure that code of 
ethics and strategic objectives and goals are communicated to employees by means of: 

• workshops 

• Strategic sessions 

• policies roll out 

• etc 


Management response 

No responses provided. 
Auditor’s conclusion 
No responses by management 
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173. EX.36 - Lack of experience on GRAP and related issues 

Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 

Nature 

Personnel responsible for key controls lack experience and knowledge with regards to GRAP 
accounting, performing reconciliations, compiling asset register, GL’s etc. 

Root cause 

Management relied heavily on consultants in the prior year 

Impact on annual financial statements 

Management might not be able to produce credible accounting records to support the annual 
financial statements 

Internal control deficiency 

Financial and performance management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

Management must ensure that personnel at finance are adequately skilled on financial reporting 
matters such that they can prepare their own set of financials. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management 


174. EX.43 - Consumer deposits control deficiencies 
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Audit finding 

In terms of section 62 of the Municipal Finance Management Act (MFMA), the accounting officer 
must take all reasonable steps to that the resources of the municipality are used effectively, 
efficiently and economically and that full and proper records of the financial affairs of the 
municipality are kept in accordance with any prescribed norms and standards. 

Municipal services are not disconnected for consumer debtors who owe municipal services more 
than R5000 and over 30 days as per municipal debt control policy. The following serves as an 
example: 


Debtor's Name 

Debtor's No. 

Amount 

No. Of days 





ANJO'S PERI-PERI 

67439 

23,694.02 

> 180 days 


• There are no controls in place to identify deposits paid by consumers where the 
connections have not yet been done. 

• There are no controls in place to ensure that consumer accounts are followed up 
appropriately. 


Management are reluctant to comply with the relevant policies and procedures. 

Consumer deposits may be misstated in the financial statements. 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that there must be an implementation of proper and relevant controls to ensure 
that all laws and regulations are fully complied with. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 


Heading 3 
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175. EX.17 - Maintaining a culture of honesty and ethical behaviour 


Audit finding 

Section 62 (1) (c) of the MFMA states that the accounting officer of a municipality is responsible to 
ensure that the municipality maintains effective, efficient and transparent systems of financial and 
risk management and internal control 

Nature 

It was noted through observation during the audit that municipal employees arrive late for work and 
leave early. Management do not have a centralised system to monitor and review the attendance 
register for all employees at head office and also at the regions. 


Root cause 

Management do not monitor the attendance register for most of the sections leaving a loophole for 
staff to come and go as they please. 

Impact on annual financial statements 

Employees on leave might not capture a leave from resulting in employees entitled leave being 
overstated 

Internal control deficiency 

Leadership 

Management does not perform an oversight responsibility regarding financial and 
performance management and compliance with related internal controls 

Recommendation 

We recommend that management should monitor the attendance register per section. Attendance 
registers should be kept by sectional heads and be reviewed and approved on a regular basis. 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 


Heading 4 
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176. EX.31 - Financial and Performance Reporting Competencies 

Audit finding 

Section 62 (1) (c) of the MFMA requires that the accounting officer of a municipality is responsible 
to ensure that the municipality maintains effective, efficient and transparent systems of financial 
and risk management and internal control 

Nature 

Management does not periodically review and evaluate employees relative to their assigned roles, 
and audit committee also does not evaluate the competencies of individuals in key financial 
reporting roles, such as financial reporting officers, strategic reporting officers, monitoring and 
evaluation (PMS) officers. 

Root cause 

Management did not review competencies of individuals in key financial reporting roles 
Impact on annual financial statements 

Financial and performance management official may lack adequate competencies resulting in 
incorrect financial and performance information being reported in the annual report 

Internal control deficiency 

Governance 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls 

Recommendation 

We recommend that management and those charged with governance should review financial and 
performance management officials to ensure adequate competencies resulting in the correct, valid and 
complete financial and performance information being reported in the annual report 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 


177. EX.41 - Management comments_ Major variances on ratios 
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Audit finding 

In terms of section 74 of municipal management Act , the accounting officer of a municipality must 
submit to the national treasury, the provincial treasury, the department for local government in the 
province or the Auditor General such information, returns, documents, explanations and 
motivations as may be prescribed or as may be required. 

Nature 

Management did not provide explanation of financial ratios as requested. 

The following is the list of financial ratios that explanation was not given by management: 


No: 

Description 

Formula 


Current 

year 


1 

Current ratio 

Current assets 

Current liabilities 

165,930,886 

27% 

85,241,360 

620,179,317 

490,363,037 

2 

Acid ratio 

Current assets - inventory 
Current liabilities 


26% 


3 

Working capital ratio 

(Current Assets - Current 
liabilities) 

162,541,149 

30% 

82,043,280 

T otal assets 

620,179,317 

490,363,037 

4 

Gross debtors to 
annual revenue ratio 

Current consumer debtors 

109,636,081 

266% 

38,076,001 

Total revenue billed for 
services during the year 

41,143,438 

32,291,085 

5 

Net debtors to annual 
revenue ratio 

(Current consumer debtors 
- Provision for bad debt) 

(472,643,820) 

1149% 

333,940,082 

Total revenue billed for 
services rendered on credit 

41,143,438 

32,291,085 

6 

Receivables turnover 
ratio 

Billed revenue levied on 

consumers 

31,255,698 

29% 

24,313,309 

Average debtor balance 

109,636,081 


38,076,001 

7 

Debt written off as 
percentage of total 
expenditure 

Debts written off 

210,263,817 

25% 

238,876,784 

Total expenditure 

828,113,315 

762,982,455 

8 

Debtors 

impairment ratio 

Bad debt provision 

582,279,901 


372,016,083 

Billed revenue 

874,340,956 


836,333,831 

9 

Non -current assets 
turnover ratio 

Sales 

31,255,698 

2% 


Non-current assets at 
carrying value 

1,342,332,339 


10 

Total asset turnover 

Sales 

31,255,698 

2% 

24,313,309 

T otal Assets 

1,508,263,225 

1,340,061,797 

11 

Debt ratio 

Total liabilities 

620,179,317 

41% 


T otal assets 

1,508,263,225 

1,340,061,797 

12 

Debt / net asset 
position ratio: 

T otal assets 

1,508,263,225 

243% 

1,; 

Total liabilities 

620,179,317 

490,363,037 

13 

Irregular 

expenditure/Total 

expenditure 

Irregular expenditure 
(current year) 

269,611,428 

32.56% 

449,889,625 

Total expenditure 

828,113,315 

762,904,765 

14 

Unauthorized 

expenditure/total 

expenditure 

Unauthorized expenditure 
(current year) 

449,889,625 

54.33% 

449,889,625 

Total expenditure 

828,113,315 

762,904,765 

15 

Unspent grants/total 
grants 

Unspent grants 

216,219,539 

40% 


Total grants 

545,253,907 

531,844,091 
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Root cause 


The municipality does not have proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Impact on annual financial statements 

Management might not be able to detect a negative trend in time in order to manage the potential 
risks threatening the municipality's proper administration 

Internal control deficiency 


Leadership 


Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that management should maintain the proper record keeping to support financial 
and performance reporting, management should be able to read and understand the financial trend 
by means of ratios 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 



353 


Management report of Bushbuckridge Local Municipality 


Inventory 

178. EX.107 - lnventory_ Uncorrected variances between stock count and stock records 


Audit finding 

Note Section 62(l)(b) requires the accounting officer of a municipality to be responsible for 
managing the financial administration of the municipality and must for this purposes take all 
reasonable steps to ensure that full and proper records of the financial affairs of the municipality 
are kept in accordance with any prescribes Norms and standards. 

Nature 

The following variances were identified between physical items counted and number of items as 
per stock records which were not corrected: 


Sampling: Store 1 

No 

-1 

(2) 

-3 

-5 

-6 



-7 


Item description 

Count 

per 

stock 

sheet 

Physical 

Items 

counted 

Number 

of items 

as per 

stock 

records 

Variance 

Price per 
unit 

rotal 

amount 

Adjustments and reasons 

8 

Galvanized 

elbow 15mm 

71 

71 

77 

-6 

36.20 

-R 217.20 

According to Mr. K Hlatswayo, 

He forgot to Subtract from 
issuing book. 

9 

Galvanized 

elbow 20mm 

64 

64 

72 

-8 

4.75 

-R38 

According to Mr. K Hlatswayo, 

He forgot to Subtract from 
issuing book. 

10 

Galvanized 
nipple 15mm 

25 

25 

27 

-2 

148 

-R 296 

According to Mr. K Hlatswayo, 

He forgot to Subtract from 
issuing book. 

11 

Galvanized 
nipple 20mm 

109 

109 

113 

-4 

2 

-R8 

According to Mr. K Hlatswayo, 

He forgets to Subtract from 
issuing book. 

20 

lap Wash 20mm 

70 

70 

56 

14 

3.40 

R 47.60 

Stock not recorded on the stock 
register. 

21 

Wheel rubber 

bin 240L 

15 

15 

24 

-9 

800 

-R 7,200 

Mr. K Hlatswayo could not give 
reasons for these variances. 

22 

Galvanized 

socket 20mm 

26 

26 

14 

12 

4.08 

R 48.96 

Mr. K Hlatswayo could not give 
reasons for these variances. 

24 

Obsolete 15mm 

86 

86 

81 

-5 

3.79 

-R 18.95 

Mr. K Hlatswayo could not give 
reasons for these variances. 

27 

Galvanized 
extension pipes 
20mmx500mm 

5 

5 

15 

-10 

4.80 

-R48 

Mr. K Hlatswayo could not give 
reasons for these variances. 

29 

Galvanized Tee 

25x25mm 

3 

3 

0 

3 

8.70 

R 26.10 

Mr. K Hlatswayo could not give 
reasons for these variances. 


354 




Management report of Bushbuckridge Local Municipality 


UPVC Pipe 
75x6mm 


18 


18 


41 


-23 


122.94 


-R 2,827.62 


Mr. K Hlatswayo could not give 
reasons for these variances. 


RIO, 531.11 


Cause 

Management does not investigate and resolve inventory count discrepancies on a timely basis. 


Impact 

The inventory balance disclosed in the financial statement may be misstated by R 10,531.11 


Internal control deficiency 

Management did not investigate and resolved inventory counts discrepancies on timely basis. 

Recommendation 

We recommend that management investigate and resolve inventory count discrepancies on a 
timely basis. 


Management response 
No responses provided. 
Auditor’s conclusion 


No responses by management. 
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179. EX.141 - lnventory_ delivery notes not signed to acknowledge that items were 

received in good order 


Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards. 

Nature 


The following goods received notes were not signed to acknowledge that the items were received 
in good order 


No. 

Item Code 

Item Description 

Warehouse 

Group 

Unit Cost(R) 

1 

CB542HPYECAP 

CB 542A HP LaserJet Magenta Cartridge 

Stores 

Stationery 

1,180 

2 

PIPWRENCPLR2/5 

Pipe Wrench Pliers 2" 50mm 

THU LA 

Plumbing 

1,470 

3 

WATMETERIOO 

Water Meter 100mm 

THU LA 

Plumbing 

3,639 

4 

WATMETER65(1) 

Water Meter 65mm 

THU LA 

Plumbing 

2,988 

5 

WATMETER80 

Water Meter 80mm 

DWARS 

Plumbing 

3,300 

6 

XERPE1142TON 

Xerox PE1142e TONER 

Stores 

Stationery 

1,064 


13,641 


Management does not implement proper record keeping in a timely manner to ensure that 
complete, relevant and accurate information is accessible and available to support financial and 
performance reporting 

Inventory may be recognised at incorrect values and subsequently presented and disclosed in the 
financial statements 


Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 


Recommendation 

We recommend that management implement proper record keeping in a timely manner to ensure 
that complete, relevant and accurate information is accessible and available to support financial 
and performance reporting. 


Management response 
No responses provided. 
Auditor’s conclusion 
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No responses by management. 

180. EX.196 - Inventory not measured at lower of cost and net realisable value 


Audit finding 

In terms of GRAAP 12.17 Inventories shall be measured at the lower of cost and net realisable 
value, except where paragraph .18 applies. 

In terms of paragraph 18, inventories shall be measured at the lower of cost and current 
replacement cost where they are held for: 

(a) Distribution through a non-exchange transaction; or 

(b) Consumption in the production process of goods to be distributed at no charge or for a 
nominal charge 


Inventory was only measured at cost and there was no indication of any inventory being 
recognised at net realisable value as per the accounting policy. 

Management does not design and implement proper controls to ensure that inventory is measured 
at an appropriate amount 

Inventory might be over stated in the financial statements 

Internal control deficiency 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that management should design and implement proper controls to ensure that 
inventory is measured according to the applicable standard (GRAP 12) 

Management response 

No responses provided. 

Auditor’s conclusion 
No responses by management. 
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Movable assets 

181. EX.168 - Fixed assets: Assets could not be traced to asset register 


Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality; 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 

Nature 

The following assets selected from site could not be traced to assets register. 


No 

Assets no 

Description 

Region 

1 

DRB538 MP 

Grader 

Casteel 

2 

DMJ 745 MP 

Water truck 

Shatale 


Cause 

Lack of review of the financials before they are submitted for audit 

Impact 

Understatement of other assets 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 


Recommendation 

Management should prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information. 


Management response 
No responses provided. 
Auditor’s conclusion 


No responses by management. 
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182. EX.170 - Fixed assets: useful life reviewed but not implemented when compiling 

assets register 


Audit finding 

In terms of GRAP 17 paragraph 61 The residual value and the useful life of an asset shall be 
reviewed at least at each reporting date and, if expectations differ from previous estimates, the 
Change shall be accounted for as a change in an accounting estimate in accordance with the 
Standard of GRAP on Accounting Policies, Changes in Accounting Estimates and Errors. 


Nature 


We have assessed the methodology used to review the useful life of other assets on project 
closeout report paragraph 3.2.2; however the results of the assessment were not considered when 
compiling the fixed asset register. 

Overstatement of other assets. 

Internal control deficiency 

Management did not prepare regular, accurate and complete financial and performance reports 
that are supported and evidenced by reliable information 

Recommendation 

Management should review the residual value and the useful life of an all the asset of the 
municipality at least at the end of each reporting period and implement the results of their 
assessment 

Management response 
No comment. 

Auditor’s conclusion 

No response from management. 
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183. EX.5 - Fixed assets Internal control deficiencies 


Audit finding 

In terms of section 63, Asset and liability management, (1) the accounting officer of a municipality 
is responsible for the management of — 

(a) The assets of the municipality, including the safeguarding and the maintenance of those 
assets. 

(b) The liabilities of the municipality. 

(2) The accounting officer must for the purposes of subsection (1) take all reasonable steps to 
ensure — 

(a) That the municipality has and maintains a management, accounting and information system 
that account for the assets and liabilities of the municipality: 

(b) That the municipality’s assets and liabilities are valued in accordance with standards of 
generally recognised accounting practice; and 

(c) That the municipality has and maintains a system of internal control of assets and liabilities, 
including an asset and liabilities register, as may be prescribed. 


Nature 

The following internal control deficiencies were identified during the assessment of the 
municipality's level of controls: 

• Assets management section was not established 

• Assets verification was only conducted at year end 

• Assets disposals, depreciation and additions was only captured on the financial system at 
year end 

• Fixed assets register was only reconciled at year end 

• Municipality do not have a documented procedure manual in place for safeguarding fixed 
assets as required by the policy 


Root cause 

Management did not implement and/or monitor the proper safeguarding of the municipality's fixed 
assets 

Impact on annual financial statements 

Management might not be able to appropriately account for property plant and equipment in the 
annual financial statements 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 
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Recommendation 

We recommend that management should establish a properly staffed asset management unit that 
will implement and monitor the proper safeguarding of the municipality's fixed assets 

Management response 

No comment. 

Auditor’s conclusion 

No responses by management. 
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184. EX.6 - Fixed assets _ Lack of proper fixed assets register and general ledger 
reconciliation 

Audit finding 

In term of section 62 (l)(b) of MFMA, The accounting officer of a municipality is responsible for 
managing the financial administration of the municipality, and must for this purpose take all 
reasonable steps to ensure that full and proper records of the financial affairs of the municipality 
are kept in accordance with any prescribed norms and standards 


Nature 


1. The following information was request but was not submitted for auditing purposes: 

• Municipal fixed assets register 

• Assets verification reports 

2. Management did not perform the reconciliation between the fixed assets register and the 
general ledger resulting in fixed assets misstatement in the annual financial statements 

Root cause 

Management did not establish asset management unit to implement and monitor the internal 
controls for the safeguarding of the municipal property, plant and equipment. 

Impact on annual financial statements 

Non reconciliation of fixed assets register to the general ledger may lead into a misstatement of 
property, plant and equipment in the annual financial statement. 

Internal control deficiency 

Financial and performance management 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

Management should implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Management response 

FAR submitted. 

Auditor’s conclusion 

FAR has been subsequently received 
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Operating expenditure 

185. EX.26 - No control measures in place to check the accuracy billing by service 

providers. 

Audit finding 

In term of section 62 (l)(b) of MFMA, The accounting officer of a municipality is responsible for 
managing the financial administration of the municipality, and must for this purpose take all 
reasonable steps to ensure that full and proper records of the financial affairs of the municipality 
are kept in accordance with any prescribed norms and standards 


Nature 


Municipality does not have control measure in place to check the accuracy of the invoice sent by 
services providers. 

1. Electricity - Eskom is billing municipality for boreholes, street light and usage within the regions 
and head office. Municipality does not have validation measures to check the accuracy of the 
billed units and amount before payment is made. 

2. Water - Bushbuckridge water board is billing municipality for water supplied to community of 
Bushbuckridge, municipality does not have a validation measures to check the accuracy of the 
billed meters and amount before payment is made. Municipality is paying Bushbuckridge water 
board as per services level agreement. (SLA) 

3. Petrol and oil - Petrol garages billed municipality on the services rendered and municipality does 
not have control measure to prevent employees to use petrol for personal use. 


Root cause 

Invoices submitted by service providers are not verified and reviewed for correctness 
Impact on annual financial statements 

Municipality may be charged for the services they did not receive 

Internal control deficiency 

Financial and performance management 

Management did not properly implement controls over daily and monthly processing of 
transactions 

Recommendation 

We recommend that management should put control measures in place to validate the invoice 
submitted by the service providers. 

Management response 

No responses. 
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Auditor’s conclusion 

No responses received from management. 
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186. EX.84 - Expenditure_ Invoices not attached to the payment voucher 


Audit finding 

In terms of the MFMA section 65(1) (2) (a) states that: 

(1) The accounting officer of a municipality is responsible for the management of the expenditure 
of the municipality. (2) The accounting officer must for the purpose of subsection (1) take all 
reasonable 

Steps to ensure_ 

(a) That the municipality has and maintains an effective system of expenditure control, including 
procedures for the approval, authorisation, withdrawal and payment of funds; 

Nature 

The following payments voucher was inspected and confirmed that there was no invoice attached, 
the supplier was paid using quotation: 


No 

Name of 
supplier 

Description 

Payment date 

Reference 

no 

Amount as per 
Invoice 
excluding vat 

Vat amount 

Payment 

amount 

Vat no 










1 

Pep store 
Thulamahashe 

Purchase of blankets' 

2011/07/28 

PEPOl 

32,630.22 

4,568.23 

37,198.45 

None 


Cause 

The municipality does not have sufficient controls and monitoring to mitigate irregular expenditure 
from taking place. 

Impact 

The financial statements might be materially misstated because the suppliers might be overpaid 


Internal control deficiency 

There are no sufficient controls to implement over the receiving and paying the invoices 


Recommendation 

Sufficient controls should be implemented over the receiving and paying of invoices in order to 
avoid non compliance with laws & regulations 


Management response 

No responses provided 


Auditor’s conclusion 

No responses received. 
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Payable 


187. EX.29 - Incorrect disclosure of trade payable from exchange transaction 

Audit finding 

GRAP 1 Presentation of financial statements paragraph .79 stated information to be presented on 
the face of the statement of financial position that presents the following: 

(k) Staff Leave Accruals from exchange transactions; 

Nature 

As disclosed in note 10 to the annual financial statements are payables from exchange 
transactions which include the following creditors from non exchange transactions: 

• Staff leave accruals 

Root cause 

Management did not prepare the annual financial statements in accordance to the requirements of 
GRAP for all the financial statements items 

Impact on annual financial statements 

Incorrect disclosures of staff leave accruals in the APS under exchange transaction. 

Internal control deficiency 

Financial and performance managements 

Management did not properly implement controls over the preparation and review of annual 
financial statement. 

Recommendation 

We recommend that management should revise disclosure of payables from exchange 
transactions and apply the principles of GRAP 1 presentation of annual financial statements 

Management response 

No responses provided. 

Auditor’s conclusion 

No responses provided from management. 
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Receivables 

188. EX.181 - Consumer Debtors_ the location provided by the client did not correlate 

with the name of the area 


Audit finding 

Section 62(l)(b) requires the accounting officer of a municipality to be responsible for managing 
the financial administration of the municipality and must for this purposes take all reasonable steps 
to ensure that full and proper records of the financial affairs of the municipality are kept in 
accordance with any prescribes Norms and standards 


Nature 


1. The location provided by the client did not correlate with the name of the area; the client 
indicated that the area is in Maviljan however the name of the customer indicates a different area. 
As the results customers cannot be traced to debtor’s ledger for completeness. 

2. The account number of the clients was not available for audit purposes to enable us to trace 
debtors to the debtors ledger for completeness. 

Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Debtors might be incomplete 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

We recommend that management should ensure that the register of water meter connected/ 
installed for customers to be detailed, it should include appropriate area and account number of the 
customer to provide sufficient information for audit trail 

Management response 

No responses provided. 


Auditor’s conclusion 

No response received from management. 
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189. EX.46 - Other receivables from non exchange transactions fines not accurately 

disclosed. 


Audit finding 

Section 62 of the municipal finance management act states that the accounting officer of the 
municipality is responsible for managing the financial administration of the municipality, and must 
for this purpose take all the reasonable administration of the municipality, and must for this 
purpose take all the reasonable steps to ensure that full and proper records of the financial affairs 
of the municipality are kept in accordance with any prescribed norms and standards 


Nature 


Traffic fines at Bushbuckridge magistrates court which were outstanding as at 30 June 2012, were 
not disclosed in the annual financial statements. 

Root cause 

Management does not perform proper oversight to ensure that the items in the Annual financial 
statements are properly disclosed 

Impact on annual financial statements 

Ledger account on other receivables from non exchange transactions may be understated in the 
financial statements. 

Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 

Recommendation 

We recommend that management should perform proper oversight to ensure that the items in the 
Annual financial statements are properly disclosed 

Management response 

No responses provided. 

Auditor’s conclusion 

No responses received from management 
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Revenue 

190. EX.40 - Revenue _ Control deficiency 


Audit finding 

In terms of Section 62 (1) (c) of the Municipal Finance Management Act, the accounting officer of a 
municipality is responsible to ensure that the municipality maintains effective, efficient and 
transparent systems of financial and risk management and internal control 

Nature 

During our audit of the Revenue system we identified the following control deficiencies: 

• The Monthly reports from all the traffic satellite office and the attached Enatis 
Reconciliations and Enatis transaction summary were not reviewed 

• Direct Deposits batches posted are not reviewed by staff members in authority 

• Variances on the Post Billing Reconciliation Listing Report are not followed up 

• No control is in place to ensure that the revenue collected at the different locations is 
completely recorded 

• Management does not sign or stamp documents as reviewed after reviewing them 

• Poor documentation of reasons and actions taken on billing variances 

• Management have not designed controls to ensure completeness of revenue 

Root cause 

• Management does not sign or stamp documents as reviewed after reviewing them 

• Poor documentation of reasons and actions taken on billing variances 

• Management have not designed controls to ensure completeness of revenue 


Impact on annual financial statements 

Weakness in internal controls will negatively affect the municipality to function effectively, efficiently 
and economically 


Internal control deficiency 

Financial and performance management 

Management did not exercise oversight responsibility regarding financial and performance 
reporting and compliance and related internal controls. 
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Recommendation 

We recommend that management should perform the review processes and evident the review by 
signing or stamping the documents 

Management response 

No responses provided. 

Auditor’s conclusion 

No responses provided by management 


191. EX.74 - Manual reconciliation between the property rates as per valuation and the 

rates through the municipality system 


Audit finding 

Section 62 1(c) of the Municipal Finance Management Act states that the accounting officer is 
responsible for managing the financial administration of the municipality and must take reasonable 
steps to ensure it maintains effective, efficient and transparent systems of financial risk 
management and internal control. 


Nature 


The municipality did not prepare manual reconciliation between the property rates as per valuation 
roll and the property rates billing through the municipality accounting system. 


Cause 


Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 


Impact 


Revenue from property rates could not be tested for completeness to our satisfactorily. 

Internal control deficiency 

FINANCIAL AND PERFORMANCE MANAGEMENT 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting. 

Recommendation 

We recommend that the management Implement proper record keeping in a timely manner to 
ensure that complete, relevant and accurate information is accessible and available to support 
financial and performance reporting. 

Management response 

No responses provided. 
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Auditor’s conclusion 

No responses received from management. 


1. Employee cost_Acting allowance incorrectly calculated 
Audit finding 

Requirement 

Nature 

During our audit of the accuracy of acting allowances, we recalculated the acting allowance paid to 
Mr Mashilane GP was not correctly calculated, which led to an overpayment of R360.00 for the 
period of three months. 

Cause 

There is no review by management to ensure that acting allowances paid are accurately 
calculated. 

Impact 

There is an overpayment of acting allowances, leading to irregular expenditure. 

Internal control deficiency 

Financial and Performance Management 

Management does not perform an oversight responsibility regarding financial and performance 
reporting and compliance with related internal controls. 

Recommendation 

We recommend that proper controls should be put in place so as to ensure that work done is 
properly reviewed so as avoid irregular expenditure. 

Management response 

No responses provided. 
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Auditor’s conclusion 

No responses received from management. 


Receivables 

2. Other receivables from non-exchange transactions_ ledger does not agree to financial 
statements 

Audit finding 

In terms of MFMA section 122(1) Every municipality and every municipal entity must for each 
financial year prepare annual financial statements which fairly presents the state of affairs of the 
municipality or entity, its performance against its budget, its management of revenue, expenditure, 
assets and liabilities, its business activities, its financial results, and its financial position as at the 
end of the financial year; and disclose the information required in terms of sections 123, 124 and 
125. 

Nature 

Lack of review by management before annual financial statement are submitted for audit 

Cause 

Management does not have sufficient controls in place to ensure that data produced from the 
accounting system is adequate. 

Impact 

Fines (other receivables from non-exchange transactions) might be incomplete 

Internal control deficiency 

Management did not implement proper record keeping in a timely manner to ensure that complete, 
relevant and accurate information is accessible and available to support financial and performance 
reporting 

Recommendation 

Management should keep proper records and ensure that transaction recorded in the ledger are 
posted to the trial balance and financial statements 



371 


Management response 
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Auditor’s conclusion 

No responses received from management. 
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